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INDEPENDENT AUGITOR'S REPORT

Board of Education
Brown Cly Community Schools
Brown City, Michigan 48418

Wea have audited the ascompanying financtal statements of the governmental activitles, each major fund,
and ihe aggregate remaining fund information of Brown City Cormmunity Schools, as of and for the year

_ended June 30, 2008, which collectively comprise the basic financial statemenis of the Distric’s primary

government as listed in the table of contents. These financial statements arg the responsibility of Brown City
Community Schools’ management. Our responsibility is to express oplniens on thesa financial stalemenis

based on our audlt.

We conducted our audit in accordance with auditing standards generatly accapted in the United Stafes of
Arerica and the standards applicable to financial audits contained in Govamment Auditing Standards issuad
by the Cantroller Goneral of the United States. Those standards require that we plan and parform the audit
to obtatn reasonable assurance about whether the financial statements are free of material misstatement,
An audit includes examining, on a test basis, evidence supporting the ameounts apd disclosures in the
finenctal statements. An audi also includes assessing the accouniing principles used and significant
estimaltos mads by management, as well as evaluating the overall financial statement presemtat[an Wa
behave that our audit pmwdas a reasonable basis for our apinions.

Ih aur opmmn. the ithancial statements referred to above present fally, in all material respecis, the
respective financial position of the governmental aclivities, each major fund, and the aggregate rematntng
fund information of Brown City Community Schools as of June 36,-2008, and the respective changes in
tinancial position and cash flows, where appiicable, hereof, for the year then ended in conformity with
accﬁ:.mting principles genefally accepted in the binited States of Amarica.

In acoordanca with Government Auditing Slandards, we have also Issued our report dated August 21, 2008,
an our consideration of Brown City Gcmmuntiy Sthools’ internal contre! over financial reporiing and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal coniro! over
financial reporting and compliance and the results of that testfng and not to provida an opinion on the intemal
contrdl over financlal reporing or on compliance. That report is an integral part of an audit performed in
gccordancs with Sovernment Audifing Standards and should ba considerad In conjunctton with this reportin
conssdermg the results of our audit.

ThEt management's d}scusstcm and analysis and budgetary comparison information on pages / through ix

-and page 21, are not a required part of the basic financial statereirts but are supplementary information

requirad by aucountmg principles generally acoepled in the Uniled States of America. We have applied
certain limited procedures, which consisted prineipally of inguires of managemant regarding the methods of.
measurement and presentation of the reguired supplementary informafion. However, we did not audit the
information and express no opinion i,



Board of Education
Brown Cily Community Sehools
Avngust 21, 2008

Cur audit was conductad for the purpose of forming opinions on the financial siatemants that collectively comprise the primary
govermnent of Brown Cily Community Schools' basic finencial staterments. The additional information on pages 22 - 456 i
presented for purposes of additional analysis and is not a required part of the basie financial statements. The additional
information has bean subjected to the auditing procedures applied in the audit of the basis fhancial statements and, in our
opinion, is fairly stated in all material respects i relation to the basic financial statements taken a8 a whole,

Oudoanes by, Bushand 1duian, 22,

ANDERSCN, TUCKEY, BERNHARDT & DORAN, P.C.
CERTIFIEDR PUBLIC ACCOUNTANTS



BROWN CITY COMMUNITY SCHOOLS
MANAGEMENT DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Brown City Community Schaols has implemented Governmental Accounting Standards
Board Statement 34 {GASB 34} with the enclosed financial statements. Our discussion
and analysis of Brown City Community Schools' financial performance, a GASB 34
requirement, provides an overview of the School District's financial activities for the fiscal
year ended June 30, 2008

This reporting model was adopted by the Governmental Accounting Standards Beard
(GASB) in Statemen! No. 34 Basic financial Statemenis — and Management's
Discussion and Analysis — for Stale and Local Governments, issued in June, 2000
Certain comparative information between the current year and the prior year is reguired
o be presenied in the MDEA, .

FINANCIAL PCSITION AND RESULTS OF OPERATICNS

The District's net assets — the difference between assets and liakilities, as reporled in
the Statement of Net Assels, is one way to measure the School District's financial
health, or financial position. Owver time, increases or decreases in the Districk's net
assets, as reported in the Statemeni of Activities, is one indicator of whether its financiaf
figalth is improving of deteriorating.  The relationship between revenues and expenses
indicates the Schoaol District's operaling reswits. However, the School District's goal is to
provide services 1o its students, not to generate profits as commercial entities do. Many
ather nonfinancial factors, such as the guality of the education provided and the safely
of the schools, must also be considered when assessing the overall health of the School
Disirict.

The School Distiict's net assels iotaled $2,251,787 and $1,669,832 at June 30, 2008
and 2007, respectiully. Of these amounts, $555438 and $6086,430 were restricied.
Hesiricted net assels are reporied separately to show legal constraints from debt
covenants and legislation that limits the Schoo! District's abilily to use those net assets
for day-to-day operations. The following is a summary of the Disfrict's net asseis at
Juine 30, 2008 and 2007



BROWN CITY COMMUNITY SCHOOLS
MANAGEMENT DISCUSSION AND ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

Assets 2008 2007
Current assets £ 3,317,083 $ 3921200
Capital assets net of depreciation 12,826 847 13,108 611
Total assets $16243800 $17.029811

Lizbilities
Current liabilities F 1,062,920 $ 1.943828
Long-term liabilities 12,939 983 13,416,181
Total liabilities 13,992 163 15,358,879

Met Assels
Invested in capital assets, net of related debt {293,028} {452,702}
Restricted for dabt service 585 430 6526 430
Unrestricted 1,849, 386 1,428 104
Total net assels 2,251 797 1,669,832
Total liabilities and net assets $ 16,243,900 $17,029.811

The 51,949,386 in unrestricted net assets of governmental activities represents school
district funds that have not heen committed contraciually or for debt obligations and are
available for future use,

Total net assets increased $581,965 in 2007-08. The major components of the
increase in net fixed assets are as follows:

= {apital acquisitions
Capital outlay for the year ended June 30, 2008 fotaled $95,306

« Depreciation expenge

The provisions of GASE 34 require districts to maintain a record of annhual
depreciation expense and accumulated depreciation. The net increase in
accumulated depreciation is a reduction in net assets. Depreciation
expense is recorded using a straight-line method over the estimated useful
lives of the assets. In accordance with generally accepted accounting
principals, depreciation expense is recorded based on the original cost of
the asset less an estimated salvage value. For the year ended June 30,
2008 the net increase in accumulated depraciation was $382,832.

+ Debt repayment
Repayment of debt decreases the District's long-term principal obligations
and, as a resuit, the net assets of the district ingrease. The District repaid
$480,000 of long-term debt in the current fiscal year,



BROWN CITY COMMUNITY SCHOOQLS

MANAGEMENT DISCUSSION AND

ANALYSIS

FOR THE FISCAL YEAR ENDED JUNE 30, 2008

« |Inerease in fund balance

Total governmental funds revenue and other financing sources exceeded
expenditures and other financing uses by $225,768.

The results of this year's operations for the School District as a whole are
reporied in the Statement of Aclivities. A summary of the District-wide resulis of

operations for the year ended June 30, 2008 is as follows:

General revenue
Propearty taxes leviad for general operations
Siate of Michigan aid, urrestricted
Froperiy Taxes levied for debt service
Other — federal, state and local
Total general revenue

Program revenue
Charges for services - local
Operating grants — federal and state
Total revanues

Expenses
Instruction
Suppert services
Communily services
Food services
Athletics
Amortization
Interast on long-termn debt
Depreciation (unallocated)
Total expenses

Increase in net assels

Met assets — July 1

MNet assets — June 30

- Jii -

2008 2007
$ 448523 $ 431,351
7,647,152 7,936,026
824,811 786,916
110,825 204,363
9,032,311 9,358,656
337,028 372,276

637 484 605,768
10,006,823 10,336,700
4,497 251 4,974,502
3,195,408 3,339,973
58,898 47,067
485,300 467 504
204,609 221,423

32 800 31,570
557,760 594,622
392,832 454,298
9424858 10,130,959
581,965 205,741
1,669,832 1,464,091

$ 2251787 § 1,669.832



BROWN CITY COMMUNITY SCHOOLS
MANAGEMENT DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

GOVERNMENTAL FUNDS FINANCIAL HIGHLIGHTS
The financial condition of the governmental funds remains steady as indicated by the
combined fund balance of $2,905,102 in 2007-08, compared to $2,679,334 in 2006-07.

I the General Fund, our principal eperating fund, the Jund balance increased $172,960.
Qur Special Revenua Funds were up slightly, showing a $4,569 net increase in fund
balance cornpared to $15,533 in 2006-07.

The Debt Service Fund balance increased by $48,249 during the 2007-08 fiscal year.
The Debt Service Fund millage rate remained the same at 5.8980 mills. Millage rates
are determined annually to ensure the School District accumulates sufficient resources
to pay annual bond issue-related debt service. The Debt Sevvice Fund balances are
reserved since they can only be vsed to pay debt service obligations.

MAJOR GOVERNMENTAL FUNDS BUDGETING AND OPERATING HIGHLIGHTS
The School District's budgets are prepared according to Michigan law and are initially
adopted prior to July 1 of each year, hefore siudent enrollment counts are known,
Therefore, it is expected that there will be changes between the initial budget and
subsequent budgets, as actual emrollments, actual State Aid per pupil and staffing
changes are known, Currently, the most significant budgeted fund is the General Fund,
During the fiscal year ended June 30, 2008, the Schoo! District amended the budget of
this major governimental fund two fimes,

General Fund

In the general fund, the actual revenue was $8.624 million. This is above the oviginal
budget estimate of $8.440 million and slightly below final amended budgeted amount of
$8.659 million, a vaniance of 8.43%.

The actual expenditures of the general fund were §8.050 million. This is below the
original budget estimate of $8.497 million and the final amended budgeted amount of
$8.296 million. The variances batween the actual General Fund expenditures and the
original and final expenditure budgets include the following:

« A conservative approach in discretionary spending throughout the school year
and ancther year of monitoring and conservation of energyfutilities.

A schedule of statements showing the Schoo! District’s original and final budget amounts
compared with amounts actually paid and received is in the final prepared audit.

General Fund revenues and other financing sources totaled 38,629,569 million and iotal

expendifures and other financing uses were $8,456,609 million for the year. The fund
balance was $2,391,662 at June 30, 2004,

- iy -



BROWN CITY COMMUNITY SCHOOLS
MANAGEMENT DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

GOVERNMENTAL FUND EXPENDITURES

The following chart Hlustrates that general fund comprises 85% of all the expenditures
within the governmental funds of the Schoo! District. As of June 30, 2008 expenditures
totaled $ 9.526 million for all District programs. The ending fund balance for all funds
was equal to $2,679,334

o June 30, 2008 | %ol TOTAL
(GGeneral Fund 38,050,454 | 85.00%
special Revenue Fund 68909 | 0%

Debt Retirement Fund o 7R6,135 | B.00%
[Total $9,526.498 100.00%

TOTAL REVENUES
Revenues for all governmental funds iotaled $10.008 million. The following
graph illustrates the Districi revenues by source as a percentage of total revenue:

| Revenue by Scurces

ClLocal Revenues l
O State Revenues
'OFederal Revenues
O0ther Revenuss

W Oeb Reliremont




BROWN CITY COMMUNITY SCHOOLS
MANAGEMENT BISCUSSION AND ANALY SIS
FOR THE FISCAL YEAR ENDED JUNE 38, 2008

Unrestricted State Aid

The distriict is predominately funded by Siate Aid. The Siate of Michigan increased the
per pupil funding for the 2007-08 schoo! year to $7,204, a $119 per pupil increase over
the 2006-07 allocation of $7,085. State Aid membership was 1,070 and 1,124 in 2007-
08 and 2006-07, respeclively.

Property Taxes

The District was only able to levy 17.1075 mills, of the originally voted 18.8 mills, of
propeity taxes on all Mon-Homestead property located within the district for General
Fund operations during the 2007-08 schoo! year. The millage rate remained the same
the same as in the 2008-07 schao! year. The levy is assessed on the taxable valug of
the proparty. The increase in taxable value is limited to the lesser of the inflation rate of
the pricr year or 5%. When a property is sold, the taxable valuation of the sold property
is readjusted to the State Equalized Value, which is approximately 50% of market value.
The 2007-08 Non-Homestead property tax levy totaled approximalely $459,18%8 and
collections were $449 523,

Tha District levies 5.9980 mills of property taxes on alt classes of property located within
the district for bonded debt retiremeant. This levy is not subject to rollback provisions and
is used to pay the principal and interest on bond obligations. The total amount levied for
debi retirement in the 2007-08 year was $826,025.

-y -



BROWN CITY COMMUNITY SCHCOLS
MANAGEMENT DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2008

ENROLLMENT

The enrollment of Brown City Community Schocls totaled 1,070 students in 2067-03.
This ig 2 decrease in enrolliment of 54 students from the 2006-07 year. The School
District is located in Sanilac, Lapeer and 3t Clair Counties and it considered a rural
community, The Schoal District's enrcliment includes students K-12 and Alternative
High School students, located in leamning centers in Brown City and Craswell. In the
2007-08 school year, the schoo! district was no longer the district record for the PEAK
Alternative Education program at the Sanilac Career Center.,

Enrollment over the last ten years, plus a 2008-00 projection is illustrated as follows:
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Enrcliment is important fo the financial health of the School District because state
funding is based on a per-pupil formula. For the fiscal year ended June 30, 2008, the
gross per-pupdl allowance was §7,204.

- vit -



BROWN CITY COMMUNITY SCHOOLS
MANAGEMENT DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 38, 2008

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At the end of fiscal year 2008, the School District had $17.8 million invesied in land and
buildings, furniture and equipment, vehicles and buses. Of this amount, $ 5.05 million
dollars has been deprecialed. Net book value ifofals $12.8 million. The district's
buildings range in years of construction from 1954 to 2081, The majority of the buildings
were either consirucied or remodeled during the 2001 Bond lIssue. The district is
commitied to the limely repairs and maintenance of its facilities. Compuler purchases
are under the District's capitalization threshold of $5,600 and are expensed accordingly.

Gaovernmental
Activities
Land and Irprovements $ 877948
Buildings and Addilions 14,586,307
Machinery and Equipment 1,486 8631
Wehicles & Buses 810,200
Total $ 17,861,086

Debi

DUTSTANDING DEBT AT YEAR-END

At June 30, 2008 the Schoo! District had $13.73 million in bonds ouisianding as
compared fo $14 22 million at the end of the previous year. The bonds ouistanding
consisted of the following:

Limited Tax General Cbhgation Bond $ 755000
Durant Issus 3 35845
Building and Sike Bonds $ 12,845,000

It needs to be noted the Durant Issue is a lagal obligation of the School District, but the
annual State of Michigan appropriation is the only revenue source for making the annual
debt service payment. If the legislature fails fo appropriate for thess bonds, the School
District is under no obligation for payment. The Schoo! District’s General Cbligation
Bond rating continues to be squivalent to the State's credit rating.

- viii -



BROWN CITY COMMUNITY SCHOOLS
MANAGEMENT DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED JUNE 30, 2003

State statutes limit the amount of debt schools can issue. The School DBistrict's
outstanding voted bond debt of $12.9 million and is under the statutcrily imposed limits.

For more detailed information regarding capital assets and debt administration, please
review the Notes to the Basic Financial Statements located in the financial section of this
report.

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS

The Schoo! Distict's revenue is heavily dependent on enrcliment, state funding, and
thus, the health of the Siate of Michigan's Schoo! Aid Fund. The State periodically holds
revenue consensus conferences to estimats its revenues. Based on the results of these
conferences, the State deiermines whether they have sufficient funds to meet the per
student allocation.  When the 2008-08 budget was formulated, the State had not
indicated what they would set the per pupil allocation at for the school year. The 2008-
09 budget was based on $56 more than the 2007-08 schoo! year per pupil allocation of
$7.,204.

The State's current blending formula {25% February 2008 count and 75% Sepiember
2008 count) is the same formula that was used in the 2007-08 school year. The disbrict's
blended count for the 2008-08 school year is projected to be down 40 from the 2007-08
achool year.

In addifion, the district has unsetiled labor agreemenis with the several non-union
employees.

The 2007-08 budget, that was originally adopted, included an excess of expendilures
over revenue of $384,316, which would have reduced the District's fund equity. During
the school year the District reduced elective spending as much as possible, to help
reduce that projected excess in expenditures over revenue.  Even if the state revenues
improve, future budget reductions may be required to handle the increasing costs, such
as health insurance, siate mandated retirement confributions and the ever increasing
costs of fuel and the ulilities.

CONTACTING THE SCHOOL DISTRICT'S FINANCIAL MANAGEMENT
This report is designed to give an overview of the financial conditions of Brown City
Community Schools. If you should desire additional detailed financial program audits,
they can be obtained by contacting the following person:
Janet E. Stimson, Business Manager
Brown City Community Schools
4348 Second St. P.O. Box 160, Brown City, M| 48416-0160
Telephone — 813-346-2781  Fax — 810-346-3762
Email — jstimson@be k12.mi.us

- ix -



BASIC FINANCIAL STATEMENTS



BROWN CITY COMMUNITY SCHOOLS

STATEMENT OF NET ASSETS
June 30, 2008
GCVERMMENTAL
ACTIVITIES
ASSETS

CLURRENT ASSETS:

Cash 5 1,540,853

Invesimenis 280,805

Accounts receivable 16,043

Taxes recaivable £,285

Cue from ofhier govermmental units 1,440,147

inventary 4619

Frepaid expenses 27,900
TOTAL CURRENT ASSETS 3.317,0583
HMONCURRENT ASSETS:

Deferred bond charges, net of amaortization 116,762

Caplial assels 17,861,086

Less accumulated depreciation £5,050,001}
TOTAL NONCURRENT ASSETS 12,926,847
TOTAL ASSETS [ 16,243,200

LIABILITIES AND NET ASSETS

CURREMT LIABILITIES:

Accounts payabla % 11,158

Accrued intarest 73,433

Acorued payeoll taxes 130,458

Salaries payable 263,451

Current portien of long term debt 445 867

Current portion of compensated absencesfbuyouts 123,755
TOTAL CURRENT LIABILITIES 1,052,120
NONCURRENT LIABILITIES:

Maoncurrent povtian of lang term debt 12,770,008

Mancurrent partion of compensated absances/buyouts 1689875
TOTAL NONCURRENT LIABILITIES 12,839,583
NET ASSETS.

Invested In capital asseds, net of related dabt {293,028)

Rasiricted for debt service 585 439

Unrestrictad 1,945 386
TOTAL NET ASSETS 2,251,797
TOTAL LIABILITIES AND NET ASSETS £ 16,243,900

The accompanylng notas ara an inlegral part of the financlal stalemenls.



BROWN CITY COMMUNITY SCHOOLS

STATEMENT OF ACTIVITIES
June 30, 2008

Governmental
Activities
Met (Expense}
Program Revenues Revenus and
Charges for Cperating Changes in
Funcliens/Programs Expenses Searvices Grants Mot Assals
Governmental activitios:
instruction § 4,497,251 $ 73,0850 $ 267,719 5 {4.156,482)
Support services 3.195.408 114,737 {3,080.671)
Cormmunity services 58,858 {58,858}
Food services 485,300 208, 659 255,028 {21,613}
Athletics 204 B9 85319 (1489 260)
Amortization 32,800 {32,800
Interest on long-term debt H57. 760 - (557 ,760)
Unallocated dapreciation 392,832 (392,832
Total governmental activities $ 8,424 868 $ 337058 $ 6837 484 (B, 450 348)
General revenuas:
Property taxes, levied for general purposes 449,523
Froperty taxes, levied for debt service 824 811
State of Michigan schoo! aid unrestricted 7.647,152
investiment revenue 44 980
Transfers from other districts 30,164
Sale of schoo! propery 6,655
Miscelaneous 28 0448
Total general revenue 8,032 311
Change in net assets S8, 968
Met assets, baginntng of yvear 1,660 832
Met assets, end of year $ 2281787

Tha accempanying hotes ara ah inlegral part of Ihe finakclal slatements,



BROWN CITY COMMUNITY SCHOOLS

BALANCE SHEET
GOVERNMENTAL FUNDS
June 30, 2008

OTHER
NONMAJOR TOTAL
GEMERAL 280 T12005/2006 GOVERNMENTAL SOVERNMENTAL
FUND IS3SUE FUNDS FLUNDS
ASSETS
CURRENT ASSETS:
Cash % 1022060 Z 118 247 Z 949 667 3 1,540,953
Investments 280,505 280,505
Actiunts racelvable 16,043 - 16043
Due Irom alher lunds 12375 12,379
Due fromn other governmenial bmls 1,436,735 2421 1,440,147
|Frvantory 4619 4 618
Prepaid expenszes 27.900 27,500
TOTAL ASBETS ¥ 2.7PE514 [ 418,217 ¥ o7, 767 i 3,322,542
LIABH ITIES AND FUND BALANGE
LIABILITIES.
Acgounts payabls I 11,049 k] 108 % 11,158
Dira o gther Tunds 12,375 12375
Benalils payable 130,456 130,458
Salaries pavable 263 451 . 263 4371
TOTAL LIABILITIES 404 956 - - 12484 417,480
FUND BALANCE:
Lnresarvad
Paslgnaied for compansated absances/uyouts 293 730 283,730
Designalad for insurance 27,800 27800
Deslgnated for bulding Imprevamanis B2472 62473
Dezignated for subsequent yasr expendiluras 532 484 532 484
Undsstgnaled 1,194.570 86,223 1,288,733
Raserved for daht service ] 418,217 418217
FReserved for QZAB 280,505 2680 508
TOTAL FUND BALANCE 7 351 g6z 418 217 85,223 3 805,102
TOTAL LIABN ITIES & FUND BALANCE % 2,795,818 5 415,217 ] 107,767 [] 3,322 542

Thut Atcoffpariyung ncdos @i o n obagro] gt of e nancial sElemdnls



BROWN CITY COMMUNITY SCHOOLS

Reconciliation of the Governmental Funds Balance Sheet to the

Statement of Net Assels
June 39, 2008

Total fund balances--governmental funds

Arnounts raported for governmental activities in the statement of
net assets are different because:

Ceferred issuance costs for bond refunding
Amortization deferced issuance costs

Capital assets used in governmental activities are Kot
financial resources and are not reported in the funds
The cost of the capitat assets is:
Accumulated depraciation is:

Long term lizhilitias are not due and payable in the current
perind and are not reported in the funds

Bonds payvable:

Compansatsd absencasituyouts

Accruad Interast is not hcluded as & liabilily in govern-

mental funds; it is recorded whan paid:

Deferrad bond pramium

Ceferved amount on bond refunding

Deferred bond discount

Amaortization bond premium

Amortization amount on bond refunding

Amortization hond discount

Balance of taxes receivable at 6/30/08 less allowance for doubili)
accounts, expeckad to ba collsciad after Seplember 1, 2008

Net Assets of Govarnmental Actlvities

Tha accompanying nolas are an integral past of the firancizl stalemenls.

4

% 2,805,102

129,091
{13,329}

17,861,086
{5,050,601}

{13.735,845)
{293,730}

{73.433)
{42,460)
579,657
44,642
4,662
(65,820)
{4,711}

6,885

3 2251707



REVENUES:
Locg! saurces
State sources
Fadaral sources

Otk frapsactions:
Transfers from other distiicts
Sale of school property
Refund of prior years expenditures
Miscellanaous

TOTAL REVENUES

EXPENDITURES:
inskruction

Supporiing senvices
Community services

Sehool aclvitles
Trebt servica:

Principal refirement
Inferest and fiscal charges

TOTAL EXPEMDITURES

BROWN CITY COMMUNITY SCHOOLS

Statement of Revenues, Expenditures, and Changes in Fund Balancas

Governmontal Funds
June 30, 2008

EXCESS (DEFICIENCYY OF REVEMUES OVER

EXFENGITURES

OTHER FIMANCIMG SOURCES (USES):

Payment on loans

Site services

Faymienis bo other schools
Transfers from ofher funds
Transfers to othar funds

TOTAL OTHER FINANCING SCURCES (USES)

EXCESS OF REVENUES OVER EXPENDITURES

& OTHER BOURCES (USES)
FUND BALANCE - BEGINNING OF YEAR

FUND BALAMEE - EMD OF YEAR

OTHER
NONMAJOR TOTAL
GENERAL  200%/2005/2006 GOVERNMENTAL  GOVERNMENTAL
FUND ISSUE FUNDS FUNDS

$ g67.422 % 834,384 % 283,978 $ 1,665,784
7.615,850 . 31,462 7.647.152
382 456 255,028 §37,484
30,164 30,184
6,655 6655
2,035 2,035
20,147 20,147
8,624,569 834,354 550,468 10,009,421
4,701,821 4,701 821
3,289,735 3,289,735
58,898 58,898
689,909 669,509

235,000 235,000

551,135 551,135

£,060,454 786,135 689,800 9,528 408
574,115 48,249 {139.441) 482,923
{255,000 {255,600)
{2,155} {2,1556)
5,000 149,000 154,000
{148,000} {5,000} {154,000}
{401,155} 144,000 {257,155)
172,960 48,249 4,559 295 7685
2,218,702 363,968 80,664 2,679,334
$2 391662 418217 3 95,223 $ 2,905,102

Tl accompanyeng koles ang an lakogea pai of Ihe lkancial clatbanants.



BROWN GITY COMMUNITY SCHOOLS
Reconciliation of the Statement of Revenues, Expenditures
and Changes in Fund Balances of Governmental Funds
to the Statement of Activities
June 30, 2008

Total net change In furd Balanses--governmental funds

Amcunts reported for governmental activifies in the staternent of activities are
different because:

Governmental funds report capital outlays a5 expenditures in the
statement of activities. These costs are allocated gver thefr estimated
useful lives as depreciation:

Drepreciation expense

Capital oublay

Acerrad interest on bonds is recordsd in the staternent of acfivifies when
incurred; it is not recorded i governmental funds undil it is paid:

Accrued interast payable at the baglnning of tha vear

Accruad interast payable at the end of the year

The issuance of lghg-term debt {e.q., bonds, leases) provides curcant financial
rasources to governmenial funds, while the repayment of the principal of long-term
debt consumes the cument financial resources of governmental funds. Meithar
transaciion, however, has any effect on net assets. Also, govermmenta funds report
the effect of issuance costs, premiums, discounts, and similar items when debtis
first izsued, whereas these armounts are defeired and amortized in tha staternent of
activitios. The effect of thase diffsrances in the treatment of long-term debt and
related items is as follows:

Principal payments

Amortization of premium on bond

Amortization of discount on bond

Amartization of deferred issvance costs

Amortization of deferred amount on bord refunding

Revenus is racorded on the aocreal method in the statemeant of activities: in the
governmental funds it is recarded on the medified accmal methed and not
considered available:

Accruad revenue at the beginning of the vear

Acciued revenus at the end of the year

Compensated absences/buyouts are raported on the acoruaf melhad in the statement of
activities, and recorded as an expendilure when financial regources are used in
the governmental funds:

Accrued ahsencas at the heginning of the year

Acciuved ahsencesibuyouts at the end of the year

Change i net assefs of governmeantal actlvities

The acodmpanying Gotas ara an latageal pan of the nasctal elslements.

1

$ 225768

{392,832)
95,306

73,462
(73,433)

490,000
1,951
(2,027)
(5,822}
{26,902}

{9,424}
6,886

492,822
{203,730

% 581,965



BROWN CITY COMMUNITY SCHOOLS
STATEMENT OF FIDUCIARY MET ASSETS
June 30, 2008

AGENCY FUNDS

ASSETS
CURRENT ASSETS

Cash & 71,398
TOTAL ASSETS $ 71,398

LIABILITIES AND FUND BALANCE
LIABILITIES:

Due to student organizations $ 71,398
TOTAL LIABILITIES 71,368
FUMND BALANCE:

TOTAL LIABILITIES AND FiIND BALANCE $ 71,398

The accompanying netas ara an Integral part of tha hinangkal slataments,



BROWN CITY COMMUNITY SCHOOQLS
Notes to Financial Statements
For The Year Ended June 30, 2008

NOTE 1 - SUNMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The basic financial statements of five Brown Cily Communily Schools have baen nrepared in conformity with aceounting
principles ganerally accepted in the United States of America (GAAP) as applied fo govermnent units, axcept as described in
Mote 1. The Governmenial Accounting Standards Board {GASE) is the accepled standard-seifing body for astablishing
govarmnenial accounting and financial reporting principles. The mare significant of the District's aeeounfing policies are
descrtbad below.

REPORTING ENTITY:

The Browea City Community Schools {fhe “District”) is governed by the Brown Cily Communily Schools Board of
Education {fhe "Board"}, which has responsibility and control over all activities related fo public schoo! aducation
within the District. The District receives funding from logal, state, and federal government sources and must comply
with all the requirernents of these funding source entities. However, the Distict is mol included in any otner
governmental reporting entity as defined by tha accounting principles generally accepted in the Unlied Statas of
Amarica. Board members are elected by the public and have degision-making autharity, the power to designate
managament, the ability to significantly influence operations, and the primary accountability for fiscal matiers. In
addition, the District's reporting enttly does not contain any componsnt units as defined in Sovernmental Accouiating
Standards Board Statament Mo. 14.

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS:

The governmeni-wide financial staterments i.e.. the statement of net assels and the statement of activities) report
information an all of the non-fiduciary activities of the District, For the most parl, the effect of interfund achivity has
bean reinovad from these statements. The government-wide financial statarnents categorize privnary activities as
eithar governmnental or business lype. All of the District’s adtivities are classified as governmental aclivifies.

The statement of aclivities demansirates the degree o which the direst expenses of a given funciton or segment are
offset by program revenues. Direct expenses are thosa that are clearly identifiable with a specific function or
segment. Program reventes include 1) charges paid by recipients who purchase, use or direciy benafit from goods
ar services by a given funchion of segment and 2) grants and contrlbutions that are restricted to mesting the
aperational or capital requirements of a partieular function or segment. State Foundation Aid, certain revenue from
the intermediate school district and othor unrestricted items are not incleded as pragram revenyes but instead as
general revenues.,

In the government-wide sialement of nat assets, the governmental activities column {a) is presented on a
consolidated basis, (b} and is reporied on a full accrual, econemic resource basis, which recognizes all long-term
assets and receivables as well as long-term debi and obligations. The DRistrict's nel assets are reparted in three
parts — invested in capital assets, net of related debt, restricied nat assels, and unrestricted net assets,

The District first utilizes restricted rescurces to finance qualifying aclivities,

The govemnment-wide statement of activities reports both the gross and net cost of ¢ach of the District’s functions.
The funclions are also supported by general government revenues (property taxes, cartain inkergovernmental
revenues, fines, investment income and olher revenual, The statement of activities reduces gross expenses by
related program revanues and operating grants. Program revenues must be directly associated with the function.
Operating grants include operating-specific and discrettonary {either operating or capital} grants.

The net costs {by function) are nomally covered by general revanue {property taxes, stale sources, intermediate
districk sources, interest income and ofher revenues )

The District does not allocate indirect costs.



BROWN CITY COMMUNITY SCHOOLS
MNotes io Financial Statements
For The Year Ended June 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

GOVERNMENT-WIDE AND FUND FINANCIAL STATEMENTS (Continued):
This government-wide focus is more on the susisinability of the District as an antity and the changs I the District's
net assels resulting from e current year's activities.

Separate financial statements are provided for governmental funds and fiduciary funds, even though the latter are
excluded from government-wide tinancial statements. Major individual governmantal funds are reported as
separate columns in the fund financial staternents.

GOVERNMENTAL FUNDS

Governmental funds are those funds through which most schoo! district functions ypically are financed. The
acquisition, use and balances of the school diskict's expendzable financizl resources and the related current llabilRies
ata accounted for through goverimental funds.

The District reports the fallowing major governmental funds:

The general fund is the District’s primary aperating fund. It accounts for allfinancial resources of the District, except
those required fo be accounted for in another fund,

The 2001/2005/2006 debt service fund accounts for lhe resources accumulated and payments made for principal
and nferest on long-term ganeral obligation debt of governmental funds.

OTHER NON-MAJOR FUNDS

The speciaf revenue funds account for revenue sources that are legally restricted to expenditures for specific
purpeses {not including expendable trusts or najor capital projects). The District accounts far iks food service and
athlatic activities in tha special revenue funds.

The dobf service fund - Durant accounts for the resourcss accumulated and payments made for principal and
fterest on long-term limited obligation dabt as a result of the Durant seltizment.

Fductary funds aceount for assets held by the District in a frusiee capacity or a5 an agent on behalf of others. Trust
funds account for assets held by the District under the terms of a formal trust agresmeant. Fidugiary funds are not
included in the government—wide staterments.

The agency fund is custodial in nature and does not presont resuits of aperations ar have a measursment focus.

Agency funds are accounted for using he modified accrual basis of accounting. This fund is used {o account for
assels that the District kolds for others in an agency capacily {primarily student activities).

MEASUREMENT FOCUS, BASIS OF ACCOUNTING AND BASIS OF PRESENTATICN:

Accrual Method:

The goveroment-wida financial staterents are reporied using the sconomis resources measurement facus and the
accrual basis of accounting, as are the fiduciary fund financial statemants. Revenues are recorded when earmed
and expanses are racordad when a liability is incurred, regardless of the timing of related cash fiows. Property
taxes are recognized as revenues in ha year for which they are levied. Grants and slmllar items are recognized as
revenug as soon as all eligikility requirements impossd by the provider have been met.

Private-sector standards of accounting and financial reporting issued prior to Dacember 1, {988, generally are
followad in the government-wide financial statements to the extent thal those standards do not conflict with ar
contradict guidance of the Government Accounting Standards Board.



BROWN CITY COMMUNITY SCHOOQLS
Motes fo Financial Statements
For The Year Ended June 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED):
MEASUREMENT FOCUS, BASIS OF AGCOUNTING AND BASIS OF PRESENTATICN {CGNTINUED):

Modifiad Accrual Methed {Continued):

Governmental fund financial sfatements are reported using the current franclal resources measurernent focus and
the muodified acorual basis of accounfing. Revenues are recognized as soon as they are both measurabla and
available. Revenues are considared to be avaiiable when they are collactible within the current period or soon
encugh thereafter to pay liahiliies of the current period. For this purpose, the Disirict considers revenues io be
available if they are collected within 60 days of the end of the current fiscal psricd. Expenditures generally are
recarded when a liability is incurred, as under accrual accounting, However, debt service expenditures, as well as
expenditures related to compensated absences and claims and judgments, are recordad anly when payment is dua.

Froparty taxes, state and federal aid and inferest associated with the current fiscal period are all considered to be
susceptible {0 accrual and so have been recognized as revenues of the current fiscal perind.  All other revenue
itarns are considered to be measurable and availabls only whan cash is recelved by the District,

State Revenue:

The State of Michigan utilizes a foundation grant approach which provides for a specific annual armount of revenus
per pupdt kased on a statewtde formula, The foundation is funded from state and lacal sources. Revenuas from
state sourges are primarily governgd by the School Aid Act and the Schoal Code of Michigan. The Michigan
Leparimiant of Education administers the allocation of state funds fo school districts based on infarmation supplied
by the dislricts. For the year ended June 30, 2008 the feundation allowance was based on the pupil membership
cownis kaken in February and Seplember of 2007, - .

The state portion of the foundation is provided nrimarily by a state sducation property tax millage of 6 mills and an
allocated portion of state sates and other taxes. The local portion of the foundation is funded primartly by non-
homestesd properly faxes that may be levisd at a rate of up to 18 mills, The State revenus is recognized during the
foundation period and is funded through payments from October, 2007 - August, 2008, Thus, the unpatd portion at
Jure 30th is reported as due fram ather governmental units. The local revenue is recognized as oufiinad in Note 1
Accounting for Property Taxes.

The District also receives revenue from the State to administer certain categorical educafion programs. State rules
require that revenue earmarked for these programs be expended for its specific purpose. Categerical funds
recaived that are not expended by the close of the fiscal year are recorded as deferred revenue,

ASSETS, LIABILITIES AND EQUITY:

1. Cash and eguivalents include amounts in demand deposits and cerlificates of daposit.

The District reparis its invesiments in accordance with GASE Statement No. 31, Accounting and Financial Reporting
far Coertain invesiments and for External investment Pools and No. 40 Deposits and Investmsent Risk Disclosures.
Under these standards, certain investmants are valued at fair value and determined by quoted market prices ar by
estimnated fair values when quoted market prices are not available. The standards also provide that certatn
investments are valoed at cost {or amortized cost) when they are of a shorl-term duration, the rate of refur is fixed,
and the distrists intend to hold the investment until matwity. Accordingly, investments in banker accepiances and
soninercial paper are recordad af amortized cost,
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BROWN CITY COMMUNITY SCHOOLS
Motes o Financial Siatemenis
For The Year Ended June 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {CONTINUED);
ASSETS, LIABILITIES AND EQUITY (CONTINUED:

Stale statutas authorize the Dislrict to invest in bonds and other divect and cerlain indirect obligations of the U.S.
Treasury: certificatas of deposit, savings accounts, deposit accounts, or depositoiy receipts of abank, savings and
lpan assoctation, or credit unton, which is 8 member of the Federal Deposit Insurance Corporation, Federal Savings
and Loan insurance Corporation, or National Credit Union Administration, respectively; in commercial paper rated =
the time of purchase within the three highest classifications established by not less than two standard rating
services and which maturas not more than 270 days after the date of purchase. Tha District is also authorized to
invest In U.5. Government or federal agency cbligation repurchase agreements, bankers' acceptances of U.S.
banks, and muwiua! funds composed of invesimenis as ouflined above,

2. Proparty Taxes.

Froperly taxes levied by the District are collecied by varicus municipalities and periodically remilted to the District.
The taxes are levied and becorme a lien a3 of July 1 and December 1 and are due upon receipt of the billing by fhe
taxpayar and become 2 lian on the first day of the levy year.

The actual due date is September 14 and February 14, afler which time the bills become delinguent and penalties
and interest may he assessad by the collecting entity.

For the year ended June 30, 2008, the District levied the following amounts per §1.000 of assessed valuation:

FUND MILLS
General Fund — Mon Homeslead 1719076
Debi Sarvice Funds - Homestead and non-homesiead 59980

3. Inventories and Prepaid ltems,

Inventories are valued af the lowar of cost (firstin, first-out} or market. |aventories in the special revenue fund
cansisting of expendable supplies hetd for consumption are recorded as expenditures whan conswimead rather than
whan purchased. Inventories for commaodities are recorded as revenue when utiized. Certain payments to vendors
reflect costs applicable to flure acoounting periods and are recorded as prepaid expendiiures.

4. Raceivablas and Payables

Agtivity between funds that are represeniative of lendingfborrowing arcangemants outstanding at the end of the fiscal
year are referred to as etther "due foffrom othar funds” {i.e., the current portion of inferfund loans} or "advances
toffrom other funds' {i.e., tha nonsurrent portton of interfund toans). Al other culsianding halances belwesn funds
are raportad as "dua toffrom othar funds.”

All receivaiiles, including property taxes receivable, are shown net of an allowance for uncollectibles.
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BROWN CITY COMMUNITY SCHOOLS
Notes to Financial Statements
For The Year Ended June 30, 2008

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOLUNTING POLICIES {CONTINUED}:

ASSETS, LIABILITIES AND EQUITY {Continued}:

5. Capltal Asseis,

Capital assefs purchased or acquired are capitalized at historical cost or estimated historical cost. Donated fixed
assets are valued at their fair marke! value an the date received.

The cosls of normal maintenance and repairs that do not add to the value of the asset or matarially extend assels
wes are not capitalized. Improvements are capitalizad and depreciated over the remaining wseful lives of the
related fixed assets,

Dapraciztton an all assets is provided on the straight-line basis over the estimated usaful lives as follows:

Buildings and addifichs 58 years
Furniture and other equipment 5 — 20 years

The District's capitalization policy is o capitalize individua! amounts exceeding $5,000. Group purchases are
evaluated on a case-by-case basis,

6. Compensated Absences.

The Districts policies generally provide for granting vacatlan and sick leave with pay. Itis the policy of the District
that upen the death or retiremant or layoft of a teacher from the district, the Board shall pay to the teacher with a
minimum of seven years of service, or hisfher estate, with at least thirty sick days accumulated shall receive $30 for
sach unussd accumulated sick day. Tha maximum days acoumulated will be equal to the nuinber of teaching days
per school year,

7. Unemployment Insurance.

The District reimburses the State of Michigan Bureau of Warker’s & Unemployment Compensation (BWEUC)
for the actual armount of unemployment benehts disbursed by the BWEUC on bohalf of the Distrigt, Billings
recalved for amounts paid by the BW&LIC through June 30 are accruad if matarial,

8. Long-term obllgations.

In the government-wide financial statements, leng-term debt and other long-ferm obligations are reporled as
fiahilities on the statemeant of net assels. Bond premiums and discounts, as well 83 issuanse costs and the
difference belween the reacquisition price and the net carrying ameount of the old debi, are deferred and amartized
over the life of the bonds using the straight ine method over the lerm of the refaied debt,

in the fund financial statemeants, govarnmenta! fund lypes recognize bond premivms and discounts, 23 well as bond
issuance costs during the current period. The facs armount of debt issued is reported as other finanising sources.
Pramiums reseived on debt issuances are reported as other financing sources white discounts on debf Issuances
are reponted as other financing uses. issuance costs, whether or not withheld from the actual debi procesds
received, are reporiad a8 dabt setvice expenditures.

9. Use of Estimates.

The process of preparing financial statements in conformity with U.S. generally accepted accounting principles
requives the use of eslimates and sssumplions regarding cerlain types of assets, liabilities, revenues, and
expenditures. Such estimates primarily relate to unsellied transactions and evenis as of the date of the financial
statements. Accordingly, upon seftfement, actual resuits may differ from esiimated amourts.

12



BROWN CITY COMMUNITY SCHOOLS
Notes fo Financial Statements
For The Year Ended June 3G, 2008

NOTE 2 - STEWARDSHIP. COMPLIANCE & ACCOUNTABILITY:

Budgets are adopted on a basls consistent with accounting principles generally accepted in the Unlied States of America.
Annual appropriated budgets are adopted far the general, special revenue and debt servige funds, The District follows these
procedures in establishing the budgstary data reflacted in the financial staterments:

The District does not maintain a formatized encumbrance accounting system.
The District follows these procedures in sstablishing the budgetary data reflected In the financial stetements:

1. The Superintendant submits to the School Board a proposed operating budget for the fiscal year commencing
on July 1. The operating budgel includes proposed expenditures and the means of financing them, The leve!
of confrol for the budgets is at the funclional level as set fatth in the combined stafement of revenues,
expenditures and changss in fund balances - budget and actual - general, special revenue and dabt service
funds.

2. Public hearings are conducted to obtaf taxpayer comments.

3. Prior to July 1, the budget is legally adopted by School Board resolution pursuant to the Uniform Budgeting
and Accounting Act {P.A. 621 of 1978). The Act requires that the budget be amendad prior to the end of the
fiscal year when necessary to adjust appropriations if if appears that revenues and other financing sources wil
beless than anlicipated or so that expenditires will not be in excess of original estimates. Expenditures shall
not be madea o incurred, unless authorized in the budget, or in excess of the amount appropriated. Any
axpanditures in viotation of the budgeting act are disclosed as unfavorable varflances on the combined
statement of revenuss, expendilures and changss in fund batances - budget and actual {3AAP Basis) -
general, special revenus and debt service funds,

4. The Superintendent is authorized to transfer budgeted amounts between major expenditure functions within
any fund; however, these ransfers and any revisions that alter the fotal expenditures of any fund must be
approved by the School Board.

3. Farmal budgetary integration is employed as a management confrol device during the year for the gensral
fund, special revenue and debt service fund.

&.  The budget as presented has been amended. Supplemantal appropriations were made during the year with
the last ona approved prior to June 33, 2008,
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BROWN CITY COMMUNITY SCHOOLS
Notes to Financial Statements
For The Year Ended June 30, 2008

NOTE 3 — DEPOSITS AND INVESTMENTS:

Deposits and investrients are held separately In the nams of the dislrict by each of the district's funds.

A3 of June 30, 2008, the District had the following Investmants.
Weighted
Average  Standard
Maturity & Poor's

[nvestment Type Fair value {Years} Rating %
Guaranteed Investment Contract {GIC)} § 280,505 0.7047 Al H0.0%

Total fair value ¥ 2B05DS 108.0%
Porifolic weighted average maturify 0.7047

1 day maturity equats 0.0027, one year equals 1.00

Interest rate risk. In accordanca with its invesiment policy, the Diskrict will minimize interest rate risk, which is the
risk that the market value of securittes in the portfalio will fall dug to changes in market interest rates, by; structuring
the investment porlfolio 5o that securities mature o meat cash requirements for ongoing operations, thereby
avoiding the nesd to sell securitfes in the open market; and, investing operating funds primarily in shorter-ferm
securifles, liquid asset funds, money market mutual funds, or simillar investment poots and limtting the average
maburity in accordance with the Cislrict's cash reguirements,

Credit rlsk. State law limits investments in commercial paper and corparate bonds to a prime or batter rating
imsued by nationally recognized skatistical rating organizations (NRSROsL

Concentration of credit risk. The Diskrict will minimize concentration of cradit risk, which is tha rlsk of loss
attributed to the magnliude of the District's mvestment in a single issuer, by diversifying the investmant portfolio so
that the impact of potential losses from any one type of securily or issuer will be minimized.

Custodlal crodit risk - deposits. In the case of deposits, this is the risk that in the event of 2 bank failure, the
District’'s deposits may not be returned to it. As of June 30, 2008, 31,736,450 of the District's bank balance of
$1,835 450 was exposed to custodial credit risk begause it was uninsured and uncollateralized with securities hald
by the pledging financial institution’s trust depariment or agent, but notin the District's name. The District places iis
deposits with high quality financial institutions. Alfhough such denosits exceed federally insured limits, they are, in
tha opinion of the District, subject ko minimal rigk,

Custodial eredif risk - invesiments. For an investiment, this is the risk that, in the event of the faillure of the
counterparty, the District will not be able to recover the value of its invastinents or collateral securities that are in the
possession of an outside party

The Distiict will minimize custodial credit risk, which is the risk of loss due to the failure of the securify issuer or
backer, by; limiting investments ko fhe lypes of securitios allowsd by law; and pre-gualifying the financial instiutions,
brokerfdealers, intermediaries and advisars with which the District will do businass.

The District's Guaranieed invastment Contract is collateralized and invested for the purpose of paying off the Nole
Fayahle Disclosed i Mote 4 {OZAB Bonds).
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BROWN CITY COMMUNITY SCHOOLS
Motes to Financial Statements
For The Year Ended June 30, 2008

NOTE 3 DEPOSITS AND INVESTMENTS {CONTINUED}:
The lnvestment Agreement, dated as of March 14, 2002, by and among The Bank of New York Trust Company, as
the Depository on behalf of both the parlicipating Michigen School Diskrict and the Michigan Municipal Bond
Authority, and Waehovia Bank, as Provider.

The net proceeds from the sale of the Schoof Improvement Bonds were loaned by the Authorily fo Michigan School
Districis. Sueh Loans are to ba repald with annual set-a-side installmenis deposited with tha Depository for
investment under fthe Investment Agreement. Set-aside instaliments are deposited under the Investment
Agreement versus Permitied Invesiments {collateral seouritiss) and such Permilted Inveskments are hald by the
Depaository in a fiductary capacity.

The Guaranteed Rate under this Investment Agreement (commanly referred ko as guaranteed investment conbract-
GIC or collateralized investment agresment-ClA) is 1.5% (simple interest actual days elapsed over a 365-day year).

The Guarantor is Wachovia Baink, as guarantor of the Provider's obligations under his Investmant Agreement.
Fereign currency risk. The District is not authorized lo invest in investments which have this type of risk.

The ahove amounts a3 praviously reported in Note 3

Ceposits - including fidusciary funds of $71,398 $ 1812351
Investments 280,805
3 1I892i855

The above ameunts are reparted in the financial statements as follows:

Cash - District wide $ 4,540,863
Fiduciary Funds 71,398
Invesiments - Distict wide 280,505

$ 1,892,856

NOTE 4 - LONG-TERM DEBT:

On December 6, 2005, the District issusd refunding bonds for $8,465,000 in general obligation bands with an average interest
rate of 3.9% to advance refund $7,890,000 outstanding 2001 registered bonds with an average interest rate of 5.25%. Asa
result, the 2001 term bonds are considered defeassd and the liability for those bonds has been removed from the general long-
term dabt group.

The District refunded a portion of the 2001 term bonds (o reduce its total debt service payments over the next fwenfy-ona years
by $607 651 and to oblain an economic gain {ditference between the present value of the debt service payments on the old and
new debt) of §393 833

On September 8, 20086, the District issued refunding bonds for $3,805,000 in general cbligation bonds with an average inferest
rate of 4.2% to advance refund of $3,700,000 oulstanding 2001 regisiersd bonds with an average interest rate of 5.25%.

The District refunded an additional portion of the 2001 term bonds fo reduce Hs tota) debt service payrenis over e next
twenly-one years by $210,198 and to obtain an sconomic gain {difference belween the prasent value of the debt service
paymants on the old and new debi} of $137 250,

The District issues genaral obligation bonds to provide funds for the acquisition, construction, and improvernent of major capital
facilities. General obligaficn bonds are direct obllgations and pledge the full faith and credit of the District,
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BROWN CITY COMMUNITY SCHQOOLS
Notes to Financial Statements
For The Year Ended June 30, 2008

NOTE 4 - LONG-TERM DEBT (CONTINUED):

The following is a summary of governmantal long-term obligations far the Cistrict for the year ended June 30, 2008,

Accurmuilatadd
Compensated
Abrisancas/Buycuts Bonded Debt Total

Balance, July 1, 2007 % AG2 822 § 13,581,313 5 14,054,135
Additions - - -
Daletions (199,092) (457,198} (656,290}
Balance, June 30, 2048 293,730 13,104,115 13,397 845
Less current portion {123,755) {449 867 {637 8841
Toigl due after one year $ 169 575 $ 12,654 248 $ 12,759,561

The following is a summary of the various long-tenn debt of the school district:

1699 Issue due in annual instaliments of 525,000 and $30.000 with inferest of 5.00%.

2001 Crualfied Zone Academy Bonds (QZAB face amount $1,168,087). The bonds are interest
free and ars repayable starhing 3/14/85% in instaliments of $8,097 on 31405 and $145,000
starting 3/14/06 through 3/14/13. The district is ragquived to set aside 397,341 beginning an
3714402 and sach year thereafter. The sum of these amounts set aside, tagether with the
interast earned thereon, will be sufficlant to repay the aggregate principal amount of the bonds,

2001 Bond Issue
2006 Bond Refunding

Limited obligation {Durank) bond, dug in annual installiments of $14, 178 to $4 867 through May

15, 2013, with Interest of 4.78%.

2005 Bond Refunding

Flus: Prarmiurn on bond refunding

Less: Discount on bond refunding

Less: Deferred amount on bond refunding
Total general obligation debt

Less: Befarved tasuance costs

Accumulated compensated absencesfbuyouts

Total long-term debt

Interest expense (all funds) for the year ended June 30, 2008 was $554,728.
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$ 30,0600

725,000

750,000
3,885,000

35,845

8,300,000
37,798
(39,931}
(613,837}

13,219,875

(115,762}
293,730

$ 13,397,843




BROWN CITY COMMUNITY SCHOOLS
MNotes o Financial Statements
For The Year Ended June 30, 2008

NOTE 4 - LONG-TERM DEBT {CONTINUED):

DEBT SERVICE REGUIREMENTS:
The annval requirements o amortize long-term debt cutstanding as of June 30, 2008 are as follows:

YEAR ENDED JUNE 30, PRINCIPAL INTEREST TOTAL
2009 § 449,887 % 542684 $ 992,551
2310 454 887 532,534 887 401
2011 499,663 824 008 1,023,662
2012 530,555 a0V 412 1,638,008
2013 570 862 488,834 1,059,606
2014-2018 2,875,000 2101384 4,575,381
2018-2023 3,270,000 1472222 4,743 222
2024-2028 3,165,000 802,726 3067 726
2029-2033 1,524,006 278,782 2,195,782
13,735,845 7248 584 20,984 425
Fremium on bond refunding 37,798 37,798
Discount on bond refunding {39,931} {39,931}
Deferred amount o bond refunding £513,837) {513,837}
Defarred lssuance Costs £115,762) {115,762}
Accum compensated absences/buyouis 293,730 293,730

$ 13,397.843 $ 7.248 584 $ 20,846,427

An amount of $688,722 is avaitable in the general and debt service funds to sarvice the general obligation debt.

CHANGES IN LONG-TERM DEBT:
Following is a surmmary of long-term debt transactions of the district for the year ended Juns 30, 2008:

ACCURMULATED
SICK & SENERAL
PAY & BUYOUTS OBLIGATION
Long-term debt - July 1, 2007 3 4892 g2 § 14225845
WNet decrease in accurnulated compensated {199,092}
Additions: -
Amounts paid during the year,
1968 Issue {80,000}
J880 Issus {30,000
2601 Issue refunded {185,000}
20605 Refunding {45,000
2006 Refunding {5,600}
QZAB {145,000}
Burant bonds paid -
Total $ 283,730 $ 13,735,845
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BROWN CITY COMMUNITY SCHOOLS
Notes {o Financial Statements
For The Year Ended June 3G, 2008

NOTE 5 - EMPLOYEE RETIREMENT SYSTEM - DEFINED BENEFIT PLAN:

Plan Description — The District condributes o tha statewide Michigan Public School Emiployess’ Relirernent System
{MPSERS), a cost sharing multipls-amplover state-wide defined benefit public employes refirament plan governad by the
State of Michigan. The MPSERS provides retivement survivor and disabilily benefits and postretirernant banefits for
tealth, dental and vision for substantially all employess of the District. The MPSERS was established by Public Aot 136
of 1845 and operated under the provisions of Public Act 300 of 1980, as amended. The MPSERS issues a publicly
avallable financial report that includes financial siaterments and required supplementary infanmation for MPSERS. That
report may be obtained by writing to Michigan Public Schaol Employees Retirernent Systern, P.O. Box 30171, Lansing.
tichigan, 48900-7671 or by calling (800) 3B1-5111.

Funding Policy — Mernber Investrant Plan (MIP) members enrclled in MIP prior to January 1, 1980 contiibute a
permanently fixed rate of 3.8% of gross wages. The MIP contribution rate was 4.0% from January 1, 1987, the effective
date of tha MIP, until January 1, 1280 whan it was reduced to 3.9%. Membaers first hired January 1, 1990 or later and
raturning members who did not work between January 1, 1887 friwough December 31, 1958 contribute at the following
graduated permanenily fixed contribution rate: 3% of the first $5,000; 3.6% of $5,801 through §15,609; and 4.3% of all
wages ovar $15,000.

Basic Pltan members make np contributions. For a limited period ending December 31, 1882, an active Basic Plan
member could enroll in the MIP by paying the condributions that would have been made had enrcliment acourred initially
of January 1, 1987 or on the date or birg, plus inferest. MIP conbribulions af the rate of 3.9% of gross wages begin at
enroliment. Actuarial rate interest is posted fo member accounts on July 17 on all MIP monies on daposit for 12 months.
if 2 member leaves MPSERS service and no pensian is payakle, the member's accumulated contribufion plus inferest, if
arvy, are refundable.

The Bistrict is required fo contribufe the full actuarial funding contribution amount (o fund penslon benefits, plus an
additional amount to fund retirge heaith care benefit amounts on a cash disbursement basis. The rate for the year snded
Jung 30, 2008 was 17, 74% through Seplamber 2007 and 16.72% for Qctohar 1, 2007 through June 34, 2008, The
confribution requirerments of plan members and the District are estahlished and may he amended by the MPSERS Board
of Trustees. The District contributes to MP3ERS for the years ended June 30, 20408, 2007, and 2008 were $792,335,
$827,171, and $767.908, respactively, and were equal to the required contribution for each vear,

The District is not responsible for the payment of retirement bonefits that is the responsibility of the State of Michigan.

Other Post-Employas Benafits:

Also within the MPSERS system, retivees have the oplion of healfh coverags, which is funded on a cash dishursement
basis by the employers. The MPSERS has contracied ko provide the comprehensive group medical, hearing, dental and
vision coverages for retivees and benefictaries. A significant portion of the premlum ks paid by the MPSERS with the
balance deducted from the monthly pension.

NOTE 6 - OPERATING LEASES:
The 3chocl District leases eguipment undar an operating lease agreement that expires May 20, 2013, Lease expense
amounted to $43,410. Af June 30, 2008, fulure lease paymenks under such leasas are as follows:

Jupe 30, 2005 % B.538
Juna 30, 2010 gG88
June 30, 20171 8,628
Juna 38, 20142 B 588
Jung 30, 2013 7.964
Total 342716
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BROWN CITY COMMUNITY SCHOOLS
Notes to Financial Statements
For The Year Ended June 30, 2008

NOTE 7 - RISK MANAGEMENT:

The District is exposed to risk of loss related fo injuries fo employses. The Distrlet participates in 2 pool of educaticnal
stitutions within the State of Michigan for self-insuring warkers' disability compensation. The posl is considered a public enttly
risk pool. The Distiict pays quarterly premiums to the pool for the insurance coverage. In he event the poel's total claims and
expanses for a policy yoar excead the tola! normal annual premiums for said years, all members of the pool's policy vear may
tie subject to special assessment fo make up the deficiency. The pool maintains reinsurance for claims in excess of $500,000
for each occurrence with the overall maximum coverage being unlimited. The District has not been informed of any special

assessments being required.

The District continues to carry commerchal insurance for other risks of loss, including property and casualty srrors and

omissions, flest and smployes health and accident insurances.

NOTE 8 — CAPITAL ASSETS:
A sumnary of changes in the District’s capital assets follows:

BALANCE BALANCE
July 1, 2007 ABDITIONS DELETIONS June 30, 2G08
Assets Mot Baing Depreciated -- Land 142,260 - $ 142260
Other Capitat Assefs:
Land Improvements 735,688 T35 688
Building and Additions 14,586,307 44,586,307
Machinsry and Eguiprmett 1,486,631 - - 1,486 631
Transportation Equipmsnt 914,485 5 85306 % {359,581} 910,200
Subtotal 17,723,111 85,306 {99,581) 17,718,828
Accumulated Depreciation:
Land lraprovements £251,201) {32,808) {284.007)
Building and Additions (2,572,519} (265,368) {2 837 .B87)
bMachinery and Equipment (1,212,521} {40,471} - {1.255.992)
Transportation Equipment {713.,519) (64,187} 98,591 {66,115}
Subkcoial {4,756.760) (362,832} 44,581 {5.050,001)
Met Other Capital Assels 12,866,351 {2497 526) - 12,668,825
Met Capital Assets $ 13108611 $ {207 526) % - $ 12,811,085

Depreciation for the fiscal year ended June 30, 2008 amounted o $302,832. The District defermined ihat it was

impractical to allocate depreciation o the various governmental activities as the assets serve multiple functions.
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BROWN CITY COMMUNITY SCHOOLS
Notes to Financial Statements
For The Year Ended June 30, 2008

NOTE 9- TRANSFERS:
Transfers between funds for the year ended June 30, 2008 were as follows:

Fund Transfers Cut In
General Fund 3 149,000 3 5,000
Alhletic Fund 148,080
Hat Lunch 5,000

Total Transfers b 164,000 £ 154000

The transfer to athletic fund from genaral fund was to subsidize operations. The lransfer frem hot lunch to general fund was to
help cover hot lunch fund adminiskativeimaintenance expenses.

NOTE 10 ~ INTERFUND RECEIVABLES AND PAYABLES:

INTERFUND INTERFURND
RECEIVABLE PAYABLE
General Fund $12,375
Food Service $10,905
Alhlatics 1,470
Total £12,375 $12,375

The cutstanding balances betwean funds result mainly from the time lag between the dates that {1} interfund goods and
services are provided or reimbursable expenditures ocour, {2) transactions are recarded in the accounting systems, and (3}
payments between funds are made.
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BROWN CITY COMMUNITY SCHOOLS

REQUIRED SUPPLEMENTARY INFORMATION
BUDGETARY COMPARISON SCHEDULE

FOR THE YEAR ENDED JUNE 30, 2008

REVENUES

Lossl sources

State sources

Federal sources

Cither transactions:
Transiers from other disiricis
Sale of school property
Refund of prior vears expendiiures
Insurance reimbuisement
iscallanaous

TOTAL REVENUES

EXFENDITURES
Instruction
Supporting services
Communily services

TOTAL EXPENDITURES

EXCESS (BEFICIENCY) OF REVENUES
OVER EXPENDITURES

OTHER FINANCING SGURCES (USES)
Payments an loans
Site services
Paymaentis to other schools
Fund transfars in
Fung transfers out

TOTAL OTHER FINANCING SOURCES (LISES)
EXCESS (DEFICIENCY) OR REVENUES

OVER EXPENDITURES AND OTHER
SOURCES [(USES)

FUND BALANCE - BEGINNING OF YEAR

FUND BALAMCE - EMD OF YEAR

GENERAL FUND

VARIANCE

ORIGINAL FINAL FAVORABLE
BUDGET BUDGET ACTUAL {UNFAVCORABLE}
3 554,805 ¢ 501,883 § 567.422 % {24,461)
7,427,086 7,619,101 7,615,690 (3.411)
392 130 383,763 382,456 {1,307)
31,410 30,164 {1,246}

- 6,605 6,655 50

1,110 2,035 2,035 -
25,000 25,000 20,147 {4,853}
8,440,131 8 659, 797 8 624,569 {35,228)
4,945,345 4,751,566 4,701,821 49,745
3,502,848 3,485,218 3,289,735 195,483
48482 59,772 58,898 874
8,497.675 B.296 556 8,050,454 246,102
(57,544) 363,241 574,115 210,874
{191,040} {255,000) {256,000} -
{8,000} {2,000 {2,155) 845
7,268 7,288 5.000 {2.268)
{135,000) {149,000 {148,000} -
{326,772 {398,732} {401,155} {1.423)
$ {384,316) §  (36491) 172980  § 200,459

2,218,702
$2.381.662
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BROWN CITY COMMUNITY SCHOOLS
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUND TYPES

June 30, 2008

ASSETS

Zash

Accounis receivable

Cure from other funds

Taxses receivable

Cite fram other govermmental urits
Inventary

TOTAL ASSETS

LIABHITIES AND FUND BALANCE

LIABILITIES
Accounis payable
Salartes payable
Dus to other funds

TOTAL LIABILITIES

FUND BALANCE
Fund balances:
Resarved for dabt service
Unreseryed:
Undesignated

TOTAL FUND BALANCE

TOTAL LIABILITIES AND FUND BALANCE
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GOVERNMENTAL
FUND TYPES TOTAL
SPECIAL
REVENUE 2008
$ 90,667 % 98,667
3,421 3,421
4,619 4618
$ 107,767 § 107,707
$ 108 3 100
12,375 12,375
12,484 12.484
85223 §6,223
95,223 95,223
£ 107,707 8 107,707




BROWN CITY COMMUNITY SCHOOLS
COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES

NONMAJOR GOVERNMENTAL FUND TYPES

FOR THE YEAR ENDED JUNE 30, 2008

REVYENUES
Local spurces
Slate sources
Fedearal sources

TOTAL REVENUES

EXPENDITURES
Food services
Athlatic services
Principal payments
Interest and fiscal charges

TOTAL EXPEMDITURES

EXCESS (DEFICIENCY} OF REVENUES OVER
EXPENDITURES

GTHER FINANCING SOURCES (LJSES)
Fund fransfers in
Fund transfers out

TOTAL OTHER FINANCING SOURCES (USES)

EXCESS OF REVENUES OVER
EXPENRITURES & OTHER SOURCES (USES)

FUND BALANCE AT BEGINMING OF YEAR

FUMD BALANCE AT END OF YEAR
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GOVERNMENTAL
FUND TYPES TOTAL
DURANT  SPEGIAL
DEBT _ REVENUE 2008
- $263978  $ 263,978
- 31,462 31,462
- 255,028 255,028
550,468 550,468
485,300 485,300
204,609 204,609
589,909 689,909
— T (139.441) (135441}
149,000 149,000
(5,000} {5.000)
- 144,000 144,000
- 4,559 4,559
- 90,664 90,664
— $ 95223 § O52e8




BROWN CITY COMMUNITY SCHOOLS
GENERAL FUND

SCHEDULE OF REVENUES COMPARED TO BUDGET

FOR THE YEAR ENDED JUNE 30, 2008

LOCAL SOURCES:
Praperty taxes
Earnings on investrmanls
Tuition and foes
Reanla! of facilities
Child carg fess
Othier local revenues

Total Local Sources

STATE SOURCES:
Foundation grant
Crivars education
At Rish
Speclal education
Adult educalon
Mon-plalntiff - Durant sattilomerd
Renaissance zens
Obher

Total State Sources

FEDERAL SOURCES:
Title |
Title Il
Tittg W
IDEA Frafect #080450/0506
Yocattenal egucation
Homeland securidy
Technology & ofher

Total Federal Sourcos

OTHER TRANSACTIONS
Tranalers from other disbncts:
Spectal Education
Gilher
Siale of School property
Refunid of prier years expendilures
Insurancs reimbursenient
Miscellaneous

Total Other transactlons

OTHER FINAMCING SOURCES:
Transfars from other unds

Tolal Other Fingncing Sourcos

TOTAL REVEMUES

VARIANCE -
FAVORABLE
BUDGET ACTUAL  [UNFAVORABLE]
$ 450,89  § 452,121 § {7,068}
52,324 36,387 {16,937}
18,570 16,308 {3,562}
280 280 -
57,410 58,042 632
4,400 8,574 2,474
501,883 567 422 124,461
7.101,168 7,103,375 2,207
203,034 263,069 38
180,237 181,762 1,525
4,043 64,338 295
70,619 63,146 (7 473)
7,615,101 7.515.690 T,
263,133 262,486 {64T)
£4,235 63,075 (1,160
1.002 1,002 -
52 800 52,800 -
. 500 500
2,593 2,593 -
303,763 382,456 {1,307}
7,080 7,060 -
24,350 23,104 (1,246}
6,605 6,655 50
2,035 2,035 -
25,000 20,147 {4,853}
66,060 58,001 {6.049)
7,268 5,000 {2,26%)
7,268 5,600 12,268}
$8EG7065  $8629569  $ {37.496}
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BROWN CITY COMMUNITY SCHOOLS

GENERAL FUND

SCHEDULE OF EXPENDITURES COMPARED TO BUDGET
FOR THE YEAR ENDED JUNE 30, 2008

INSTRUCTICN:
BASIC PROGRAMS:

Elemeniary
Profassional salarias
Monprofessional salaries
Insurance benefiis
FICA
Purchased services
Supplies
hiscellaneous

Total Elementary

High Schon!
Professional salaries
Monprofessional salaries
fsurance benefits
FICA
Purchassed services
Supplies
Wiscellanecus

Total High Schoal

Preschool
Professipnal salaries
Monprofessional sataries
Insurance benefits
FICA
Purchased sarvices
Supplies
Capital outlay
iiiscellansous

Total Preschaol

VARIANCE -
FAVORABLE
BUDGET ACTUAL {UNFAVORABLE}
$1,124 252 $1,124,186 $ 56
22,340 21,774 565
379,411 366,902 12,508
308,210 305,242 3,088
13,834 12,438 4,385
32,018 32,072 {54)
2,707 2,725 {18)
1,886,852 1,868,420 18,432
1,102,176 1,090,240 11,936
27,375 25,893 1,482
343,869 334,318 9,553
260,274 262,086 {1,812}
25,168 23,489 1,679
47,120 45 633 1,487
2534 2,833 {199)
1,838,674 1,814 548 24,126
17,700 17.700 -
5,810 5,142 668
128 112 16
5,733 5,582 151
5,131 5016 115
2,984 3,232 {238)
- 644 (G44)
500 500 -
37,996 37,928 68
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BROWN CITY COMMUNITY SCHOOLS
GENERAL FUND
SCHEDULE OF EXPENDITURES COMPARED TO BUDGET
FOR THE YEAR ENDED JUNE 30, 2008

VARIANCE -
FAVORABLE
BUDGET ACTUAL {UNFAVORAEBLE)

INSTRUCTION:
AGDED NEEDS:

Special Educatian
Professional salaries $ 230,197 §229 887 ¥ 500
MNonprofessional salaries 51,870 49877 1,783
Insurance benefits 86,177 84,832 1,345
FICA 68,936 68,043 883
Purchased services 300 288 12
Supplies 7,274 7151 123
Capital oullay 804 803 1
hiscellaneous 365 365 -

Tota! Spacial Education 445,723 441,056 4 667

Compensatory Education
Frofessional salaries 123,064 123,932 32
MNonprofessional salaries 121,172 121,631 {459}
Insurance banefits 16.036 16,168 {132}
FICA 58 5649 59,060 (481}
Purchased services 40,270 40,270 -
Supplies 14,792 14,701 a1
Capital cullay 24267 24,267 -

Total Compensatary Education 358,070 400,029 {9594

Vorational Education
Professional salaries 67,964 g7.964 -
Monprofessional salaries 1,044 1,040 -
insurance benefits 26,7593 24,314 2,479
FICA 6,887 16,827 &0
Purchased servicas 2,268 2,225 39
Supples 4,208 4,208 -
Miscellaneous 239 54 180

Total Vacational Education 120,347 117,559 2,788
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BROWN CITY COMMUNITY SCHOOLS

GENERAL FUND

SCHEDULE OF EXPENDITURES COMPARED TG BUDGET
FOR THE YEAR ENDED JUNE 30, 20068

INSTRUCTION:
ADULT/CONTINUING EDUCATION:

VYacational Education
Professional salaries
FICA,

Purchased services
Supples
Miscellanseous

Tolal Vocational Edusation
TOTAL INSTRUCTION

SUPPORT SERVICES
PUPIL:

Guidanos
Professional salariss
ionprofessional salaries
Insurance benefits
FICA
Purchased services
Supplies
Wiscellanaous

Total Guidance
Heaalth
Purchased services

Supplies

Total Heslh

VARIANCE -
FAVORABLE

BUDGET ACTUAL  {UNFAVORABLE}
$ 10317 § 19,317 ;
2,513 2,513 -
8,426 7915 % 571
920 923 (3)

668 613 55
22604 22,281 623
4,751,566 4,701,821 1,246
143,565 143,586 (101}
10,864 16,718 246
9,141 7.602 1,539
39,426 39,719 (293}
700 217 483

418 418 -

25 25 -
204,235 202,365 1874
230 287 {48)

63 63 -
302 350 {48}
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BROWN CITY CONMMUNITY SCHOOLS
GENERAL FUND

SCHEDULE OF EXPENDITURES COMPARED TG BUDGET
FOR THE YEAR ENDED JUNE 3G, 2008

SUPPORT SERVICES
FLUPIL:

Psychological
Purchased services

Tolal Psycholagical

Speech Pathology and Audiclagy
Frofessiona) salaries
Insurance benefits
FICA
Supplies

Total Speech Pathology and Audiclogy

Oher Pupil Services
iMonprofessional salartes
Insurance banefits
FICA
Purchasad services

Total Other Pupil Services

28

VARIANCE -
FAVORABLE

BUDGET ACTUAL {UNFAVORABLE}
§ 3,500 £ 3,500 -
3,500 3,500 -
{1,626) {1,639) $ 13
45,225 44,400 825
456 456 -
44,055 43,217 838
31,556 28,668 2,840
287 207 -
7,70H 6,897 704
160 126 34
30,714 36,086 3,628




BROWN CITY COMMUNITY SCHOOLS
GENERAL FUND
SCHEDULE OF EXPENDITURES COMPARED TO BUDGET
FOR THE YEAR ENDED JUNE 30, 2008

VARIANCE -
FAVORABLE
BUDGET ACTUAL {UNFAVORABLE}

SUPPCRT SERVICES
INSTRUCTHOMAL STAFF:

lrprovement of Instruction
Frofessions) salaries 5 9000 5 9,000 -
Nenprofessional salartes 14 858 13,837 5 1,061
Insurance banefits 120 120 -
FICA 5,834 4,798 1,038
Purchased services 19,387 17,327 2,470
Supplies 4,000 2.944 1,056

Tota! Improvernent of Instruction 53,249 48,024 5,225

Library
Professional salanes 64,479 G4, 479 -
Nonprofessionat salaries 228517 20,686 1,851
Insurance benefits 8,637 7315 1,322
FICA 21,229 20,673 q48
Purchased services BoE 558 -
Supplias 13,570 13,556 14
Capital outtay G668 668 -

Tedal Library 131,650 12795 3,735
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BROWN CITY COMMUNITY SCHOOLS

GENERAL FUND

SCHEDULE OF EXPENDITURES COMPARED TO BUDGET
FOR THE YEAR ENDED JUNE 30, 2008

SUPPORT SERVICES
INSTRUCTIONAL STAFF:

Computer Assisted instruction
Frofessional salaries
MNonprofessiona)l salarias
Insurance bensfiks
FICA
Purchased servicas
Supplies

Total Compuier Assisied Insfruction
GENERAL ADMIMISTRATION:

Board of Education
Prefessional sataries
Purchased services
Supplies
Miscallaneous

Total Board of Education

Executive Adminfsiration
Professional salaries
Nonprofessional salaries
lnsurance benefits
FICA
Purchased sernvicas
Supplies
Capital cullay
Miscellaneous

Total Exacutive Administration

VARIANCE -
FAVORABLE
BUDGET  ACTUAL  {UNFAVORABLE}
$32,738 $32,738 -
20,563 20,008 555
28,086 20,868 7,220
14,843 15,114 {171}
25,800 25,900 -
1,110 1,049 61
123,340 115,675 7,665
4,125 4,110 15
24,375 22,118 2,257
12,238 12,128 100
41,054 38,680 2374
105,570 105,570 -
44 480 44,323 157
51,737 45,440 6,207
122,380 117,672 4,718
14,740 12,37¢ 2,361
6,060 6,035 {35}
1,759 1,755 4
345,676 333,174 13502
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BROWN CITY COMMUNITY SCHOOLS
GENERAL FUND
SCHEDULE OF EXPENDITURES COMPARED TG BUDGET
FOR THE YEAR ENDED JUNE 39, 2008

VARIAMNCE -
FAVORABLE
BUDGET ACTUAL {UNFAVORABLE)
SUPPORT SERVICES
GEMNERAL ADMINISTRATION:
eSrant Witer
Monprofassional salaries $ 2000 $ 2000 .
FICA 08 487 $ 21
Tota) Grant Writer Z,508 2,487 21
SCHGOL ADMINISTRATION,
Ofiice of the Principal
Professlonal safaries 229,621 228621 -
MNonprofessinnal sataries 104,775 99,434 5,341
Insurance bensfits G784 58,8468 Q095
FIiCA 107,327 193,082 4 228
Furchased services 2,100 1,882 218
Supnlies 19,700 18,776 924
Miscelanaous 897 607 -
Tehal Office of the Principal 532,498 512 652 19.8086
BUSINESS:
Fiscal Servicas
Menprofessional salaries 87,776 87,776 -
Insurance benefits 2776 23,325 3.851
FICA 33106 33,004 102
Furchased services 1,800 1,765 35
Supplies 1,800 1,926 {26}
Miscellaneous 248 248 -
Total Fiscal Sarvices 162 (06 148,044 3,862
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BROWN CITY COMMUNITY SCHOOLS
GENERAL FUND
SCHEDULE OF EXPENDITURES COMPARED TO BUDGET
FOR THE YEAR ENDED JUNE 30, 2008

VARIANCE -
FAVORABLE
BUCGET ACTUAL {UNFAVORABLE}
SUPPORT SERVICES
BUSINESE:
Other Business Services
Purchased services 5 7.48 3 748 .
Miscallaneons 18,026 18,025 % i
Interast 38 504 g,854 29 850
Total Other Businass Services 61,678 31,827 29,851
OPERATIONAAAINTENANCE
Frofessional salaries 75,500 Fh, 500 -
mMonprofessional salariegs 272,000 227,375 A4 G625
Insurance benefis 36,860 35,832 1,128
FICA 93,800 82 814 10,986
Purchaszed services 170,206 160,607 10,285
Suppliss 03,475 253,645 9,830
Capital oullay 29 800 28,410 1.380
TOTAL OPERATIONMAINTEMANCE 881,831 903,583 78,248
PUPIL TRANSPCORTATION
Frofessional salaries 40,193 40,292 [12iz)]
Monprofessional salaries 173,252 168,334 4818
Insurance banefits 54,756 50,717 4,039
FICA 53,487 52,645 842
Purchased services 46 865 456 076 1,769
Supplias 81,715 a0,805 210
Capital cutlay 68,674 68,524 150
Miscellaneous 2,800 2,522 278
TOTAL PUPIL TRANSPORTATION 231,742 218,915 12,827
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BROWN CITY COMMUNITY SCHOOQOLS
GENERAL FUND

SCHEDULE OF EXPENDITURES COMPARED TO BUDGET
FOR THE YEAR ENDED JUNE 30, 2008

SUPPORT 3ERVICES

SUPPORT SERVICES TECHNOLOEY
Monprofessional salaries
Insurance henefits
FICA
Purshasad sarvices
Supplies
Capital outlay

TOTAL SUPPORT SERVICES TECHNOLOGY

TOGTAL SUPPORT SERVICES
COMMUNITY SERVICES:

Custody and Care of Ghildran
Nonprofessinnal salaries
FICA,

Furchased services
Supplies
hiscellaneous

Total Custedy and Care of Children
Other Communily Services
Purchased services
Suppliss

Tetal Cther Communily Services

TOTAL COMMUNITY SERVICES

VARIANGCE -
FAVORABLE
BULOGET ACTUAL {UNFAVORABLE}
$ 90803 % 89,495  § 1,608
24,395 21,320 3,075
31,868 31,455 511
30,362 27,704 2 658
11,150 10,337 8i3
45,500 43,180 3,310
235176 223,201 11,975
3,486218 3,288,735 185,483
43699 43,824 {128}
10873 10,902 {25}
1,650 1430 220
1,200 B84 236
100 a2 8
57,522 55,912 810
2,250 1,986 264
2,250 1,088 264
049,772 5B 8og 1,484
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BROWN CITY COMMUNITY SCHOOLS

GENERAL FUND

SCHEDULE OF EXPENDITURES COMPARED TO BUDGET
FOR THE YEAR ENDED JUNE 30, 2008

OTHER FINANCING USES:
Transgkers {o other funds
Site services
Paymeants to ofher schools
Payments on Loans

TOTAL OTHER FINANCING USES

TOTAL EXPENDITURES AND OTHER
FINANCING USES

KD

VARIANCE -
FAVORABLE
BUDGET ACTUAL {UNFAVORABLE}
3 149,000 & 149000 -
3,000 2,155 L 845
265,000 255,000 -
407,000 406,155 845
$ 8,703,556 $ 8,456,608 $ 166,058



BROWN CITY COMMUNITY SCHOOLS
COMEBINING BALANCE SHEET
SPECIAL REVENUE FUND

ASSETS
CURRENMNT ASSETS:
Eash
Accounts Receivabla
e from other funds
Bue from othar governmaental units
lnventony

YOTAL ASSETS

LIABILITIES AND FUND BALANCE

LIABILITIES:
Accounts payable
Salaries payable
Bue ko other funds

TOTAL LIABILITIES

FUND BALANCE:
Unraserved
Undesignated

TOTAL FUND BALANCE

TOTAL LIARILITIES & FUND BALANCE

Junie 30, 2008

FCOD TOTAL
SERVICE ATHLETICS 2008
$ 96,736 & 2583 $ 99.667
3421 3421
4819 4,619
$104,776 $ 2831 $107.707
$ 109 $ 108
10,805 $ 1,470 12,378
11,04 1,470 12,484
93,762 1461 95,223
83,762 1481 895,223
$104.776 $ 293 $107.707

33



BROWN CITY COMMUNITY SCHOOLS

COMBINING SCHEDULE OF REVENUES, EXPENDITURES,

AND CHANGES IN FUND BALANCES
SPECIAL REVENUE FUND
June 30, 2608

REVENUES:
Local sources
State sources
Faderal sources

TOTAL REVENUES

EXPENGITURES:
Profgssional Salarss
Monprofessional salaries
Insurance kenefits
FICA
Commodities
Capital cutlay
Attetic activities
Travel & workshops
Chhar expenses

TOTAL EXPENDITURES

EXCESS (DEFICIENCY) OF REVENUES CGVER
EAPENDITURES

OTHER FINANGING SOURCES (USES):
Fund lransfers In

Fund transfers cut
TOTAL OTHER FINANCING SCURCES (LISES)

EXCESS (DEFIGIENCY) OF REVENUES OVER
EXPENDITURES AND OTHER SQURCES
{USES}
FUND BALANCE AT BEGINNING OF YEAR

FUND BALAMCE AT END OF YEAR

38

FOOD TOTAL
SERVICES  ATHLETICS 2008

$ 208658 § 55319  $263,978
31,462 31,462
285,028 265,028
495,149 55319 550 468
127,134 127,134
10,737 10,737
31,017 31,017
301,670 301,670
336 336
204,609 204,609
9,633 9,633
4,773 4,773
485,300 204,600 689,909
9,849 (1492807  (139,441)
149,000 149,000

{5.000) - {5,000)
{5.000) 149,000 144,000
4,848 250} 4,559
88,913 1,751 90,664

b 93762 1461  § 96223



BROWN CITY COMMUNITY SCHOOLS
CEBT SERYICE FUNDS
COMBINING SCHEDULE OF REVENUES, EXPENDITURES,
AMND CHANGES IN FUND BALANCES
FOR THE YEAR ENDED JUNE 30, 2008

200152005712006 CURANT . TOTAL
1SSUE DEBT 2008
REVEMNUES
Local Sgurces:
Properly taxes $ 824811 $ B24.811
Earnings an investmants 9,573 9,573
iiiscellaneous income - -
Total Local Sources B34,384 - 834,384
State Sources - -
TOTAL REVENUES £34,384 - 834,384
EXPENDITURES
Cebt Service:
Principal rapayrnent 235,000 - 235,000
fterest and ather iiscal charges 551,135 - 551,135
TOTAL EXPENEITURES 788,135 - 786,135
EXCESS (DEFICIENCY) OF REVEMUES
OVER EXPENDITURES 438248 - 48,249
FUND BALANCES:
Beginning of Year 360,968 369,988
End of Year E 418,217 . § 418217
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BROWN CITY COMMUNITY SCHOOLS
AGENCY FUND
SCHEDULE OF RECEIPTS, DISBURSEMENTS,
AND CHANGES [N LIABILITIES
FOR THE YEAR ENDED JUNE 390, 2008

BALANCE AT BALANGCE AT
BI30I200GT RECEIPTS DISBURSEMENTS BI3042008

At % 586 % 30 5 626
Athlatie CO 176 1,497 L 1,825 48
Atitletic Baseball 2 3,225 2,851 378
Atitetic Baseball Facility Account 1,836 2,305 a08 3,233
Athletic Boys Varsity Basketoall 516 10,248 7,550 25814
Athtetic Elermnentary Gils Basketball 757 4,722 4,891 588
Atnletic Football {12} 4,582 4,427 153
Athletic Girls Varsily Track g8{ 2,688 2,737 63z
Adirletic Galf 973 858 1,518 318
Adhletic Sideling Cheer 1,212 35,048 24,112 2.14¢
Athletic Varsity Softball 1,288 3.572 2.588 2,285
Athleiic Varsity Volleyball T2 1,856 2,198 3652
Athletic Wreskling 74 1,520 1,584 10
Auteshop Pop Machine 1,288 2,576 3,561 413
Band 18 3,154 3,079 194
Bowling 740 2,388 1,737 1.351
Bus Garage 359 48 - 447
Chorus 58 TEG 808 39
Class of 1974 - 2002 1,649 - - 1,649
Class of 2004 246 - - 246
Glass of 2005 2318 - 44 2,878
Class of 20085 a73 . - a73
Class of 2007 100 - 29 71
Class of 2008 4,835 5,485 9073 1.251
Class of 2009 5,810 £§,932 8,820 3,922
Class of 2010 3806 5,163 4 353 4,616
Class of 2011 2,284 2317 1,077 3,501
Class of 2012 575 6,357 5,337 1.6535
Class of 2013 581 3,665 2762 484
Computer Club 125 - - 125
Croswell Leaming Center 66 28 - 94
B. Muxiow - Principal 8,649 44,435 50,347 2.737
B Muxiow Pop Machine 1,281 2472 2,945 1,208
Drama Club 1,646 - - 1,546
Elemaniary Gift & Flower Fund 212 10 20 242
Elernentary Knights of Columbus - - - -
Equestrian Team 1,208 180 858 527
High Schoo! Gifts & Flowers 52 286 353 f21%
High Schoo! Knights of Columbus - - - &
High School Qulz Bowl g3 209 300 2
High Schosal Studant Counci) 66 1,885 583 1,368
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BROWN CITY COMMUNITY SCHOOLS
AGENCY FUND
SCHEDULE OF RECEIPTS, DiSBURSEMENTS,
AND CHANGES N LIABILITIES
FOR THE YEAR ENDED JUNE 34, 2008

38

BALANCE AT BALANCE AT
613012007 RECEIPTS  DISBURSEMENTS £/30/2008

8. Roper Candy $ 2324 £ 4480 3 5,007 5 1,719
5. Roper Internal 730 3.9 2,350 2,301
High School Student Incentive 430 525 430 525
Library Fines 258 150 73 335
Mrs. Hensels Class 45 - - 45
High School Science 15 - - 15
Mational Honor Soclaty 707 4,724 4,985 442
Playground Equipment 7.7e6 - . 7726
Project Graduation 746 - - 785
PTG 4,114 17.070 18,273 281
Reading Incentive £114} 114 - -
SA0D 344 442 s ATV
Saccer 400 4,093 4,022 474
Spanish Class i3 - - 13
Steigerwald - Principal 10,136 7,020 13,588 3,200
Yearbook 5,915 §,627 8,285 4 257
Revolving - 4,377 4,354 23
TOTAL AGENCY FUND % 82,443 $ 244,260 % 225,305 5 71,388




BROWN CITY CONMMUNITY SCHOOLS
SCHEDULE OF BONPED DEBT
June 30, 2008

Cate of lssue: November 24, 155909
Original Amount of lssue: $250,0600

Purpose of Issie: Limited tax general ohiligation bonds

Annual Semi-Anntal Total
interest Fiscal Makurity Interast Faymants Fiscal Year
Rate Year iay 1 iz i Movember 1 Requirements
5.00% 2009 5 30,640 % 7560 3 758 3 31,500
$ 000§ B0 50 % 31,500
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BROWN CITY COMMUNITY SCHOOLS
SCHEDULE OF BONDED DEBT
June 30, 2008

Dats of 1ssue: March 14, 2001
Original Amount of 1ssue: § 1,168,007

Purpose of Issue: Limited tax genaral obligation bonds {Qualified Zone Academy Bonds)

Annual Total

Fiscal Fayment Fiscal Year
Yaar Warch 14 Reqguirarnents
2008 3 145,000 % 145000
2010 145,000 145,000
2011 145,000 145,000
2012 45,000 145,000
23 145,000 148,000

¥ 725,000 3 725,000
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BROWN CITY COMMUNITY SCHOOLS
SCHEDULE OF BONDED DEBT
June 390, 2068

Date of 1ssue; Cotohar 28, 2001
Original Amount of ssue: $ 12 800,000

Purpose of lssue Erecting, furrishing and equipping additions to the High School and the existing Elementary School,
Partially remodsling, re-furnishing and re-equipping the High School and the axisting Elarmentary
School; Acguiring and installing new technology; Improving cutdoor physical education facilities;
Developing and improving sites.

Annua| Semi-Anral Total
Interest Fiscal iskurity Interest Payments Fiscal Year
Rata Yoar ay 1 May 1 Movember 1 Reguiremeants
3.75% 2009 ¥ 220,000 $ 14,470 % 14,470 3 248,940
3.85% 2010 245,000 10,345 10,345 285,680
3.95% 2011 285,000 5,629 0,629 296,258
$ 750,000 3 30,444 ¥ MhAa44 ) 810 8588

Bonds due o mature in the years 2014-2028 were refunded Dacember &, 2005,

Bonds due o mature in the years 2027-2031 were refunded Sepltember &, 2008,
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Date of lssue: November 24, 1995

BROWN CITY COMMUNITY SCHOOLS
SCHEDULE OF BONDED DEBT

Jure 30, 20068

Original Amount of lssue: § 87,458

Purpose of Issua; Durant issue; School Improvements

Anpual Annual Total
hterest Fiscal Maturity Interest Payments Fiscal Year
Rale Year May 15 iay 15 Requirements

4.76% 2009 8 4 987 1,874 §,141
4.78% 20180 14,178 4245 18,423
4.76% 2011 5,342 800 G142
4.76% 2012 5 5068 b4 6,142
4. 76% 2013 § 862 2749 f,141

& 35,845 7,144 42,988

This hond, including interest hereon, is issuad in anticipation of payments appropriated and to he appropriated

by the State under saclion 11g{3) of Act 24 to the Schoo! Distrist {the "State Aid Payments”). The School Bistrict
hershy pledges end assigns ko the Authorily all of its rights to and in such State Aid Payments as security for this
this bond and the State Aid Paymenis which are hereby pledged shall be subjact to a statutory lfen in favor of the
Authority as authorized by Act 84. This bond is a seif-liquidating bond and is not a genera! obligation of the School
District within any constitulional or statutory limitation, and is payable both as to principal and interest, solely fram
such State Aid Payments. The Schoo! istrict, as reguested by the Authority, Hereby irrevocably authorizes the
payment of the State Ald Payments directly to the Authority's Depository. A revised payment schedule was

issued on March 24, 2003,
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BROWN CITY COMMUNITY SCHOOLS
SCHEDULE OF BONDED DEBT- 2005 REFUNDING
June 30, 2008

Refunding serial boads in the amount of $8,465,000 were lssusd December 6, 2005 {o
refinance 20017 serial bonds {due to mature in the vears 2014-2026).

Annual Semt-Annual Totad
Intorest Fiscal Maturiby Interest Fayments Fiscal Year

Rate Year Way 1 May 1 MNovember 1 Regulramenis
3.258%, 2008 3 40,600 $ 170,123 $ 170123 3 380,246
3.38% 201G 50,0008 169 473 159,473 388,848
3.38% 2011 45,000 168,628 168,629 382,258
3.50% 2012 45,000 167,968 167,868 380,728
3.83% 2013 60,000 167,082 167,082 394,164
5.00% 2014 465,000 165,994 165,984 795,988
5.00% 205 515,000 154,360 164,369 823,738
3.75% 20186 565,000 141 484 141 484 847 988
3.80% 2017 620,000 135,501 130,901 881,802
3.85% 20186 65,000 119,121 189,121 a03,242
3.90% 2019 664,040 106,319 108,319 872,638
4 00% 2020 50,000 93,449 93449 836,888
4.00% 201 645,000 80,449 80 449 805,888
4.00% 2022 635,000 £7,549 &7 548 770,088
4.10% 2023 630,000 54,849 54,9449 730 608
4.13% 2024 625,040 41,834 41,934 106,568
4.13% 2025 620,040 29,044 29,844 678,088
4.253% 2028 615,000 16,257 16,257 G547 514
4 25% 2027 150,000 3,188 3,188 156,376
$ 8,300,000 $ 2048003 $  2048.003 $ 12,395,186
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BROWN CITY COMMUNITY SCHOQLS
SCHEDAULE OF BONDED DEBT- 2006 REFUNDING
June 3G, 2008

Refunding serial bonds in the amount of §3 805 000 were issuad September 6, 2008 to
refinance 2001 serial bonds {dus to mature in e years 2027-2031).

Annual Semi-Annual Total
Interast Fiscal Maturity Interest Payments Fiscal Year

Rate Year fay 1 fiay 1 Movembear 1 Reguirements
3.75% 2009 $ 10,000 $ 85,999 $ 85,999 $ 181,998
3.73% 2010 103, G0 85812 83,812 181,624
3.75% 2011 10,000 a5 624 83,624 181,248
8.00% 2012 335,000 63,437 85,437 B05 874
5.00% 2013 360,000 77.062 77062 514,124
4 00% 2014 5,a0n 68,082 68,062 141,124
4. B0% 2015 10,800 67,5962 67,962 145 524
4.25% 2018 10,000 67,752 87,762 145,524
4. 25% 2017 10,000 67,545 67,5489 1456058
4 25% 2018 10,000 67,337 87,337 144,574
4.25% 2018 10,0060 67,124 87,124 144,248
4 25% 2020 10.0G0 86,912 56,912 143,824
4. 25% 2021 19.000 66,5630 35,693 143,398
4. 26% 2022 19.000 66,487 48,487 142,974
4. 25% 2023 19.000 66,274 8,274 142,548
4.25% 2024 18,000 86,062 65,062 142,124
4.25% 2025 10,060 5,849 £5.849 141,698
4.28% 2026 10,000 658,637 65,037 141,274
4 25%, 2027 475,000 65,424 g65424 605,848
4.25% 2028 &50,000 B5.331 55,331 760,682
4.30% 2028 645,000 41,518 41,518 728036
4.30% 20306 §40,0600 27 B854 27 8651 §95,302
4.38% 2031 635,000 13,881 138 662,782
§ 3895000 P 1483465 $ 1,483,465 $ 6.881,930
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BROWN CITY COMMUNITY SCHOOL DISTRICT
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REFPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND CN COMPLIANCE AND OTHER MATTERS BASEL ON AN
AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Beard of Education _
Brown Gity Community Schools
Brown City, Michigan 48416

YWe have audited the financial statements of the governmental activities, each major fund, and the aggregale
rematning fund infgrmation of Brown City Community Schools as of and for the year ended June 30, 2008,
which collectively comprise the Distict's basic financial statentents and have issued our report thereon dated
August 21, 2608, We conducted our audit in accordance with auditing standards generally accepted in the
tInited States of America and the standards applicable o financial audits contalned in Government Auditing
Stgndards, lssuad by the Ccmpim[ter General of the United States,

INTERNAL CONTROL QVER FINANG!AL REPORTING

th plabning and perfcrming our audit, we considered Brown City Community Schools’ mternal conirol over
financlal reporting as a basis {or designing our auditing proceduras for the purpose of expressing our opinions
on-the financial statements, but notfor the pirpose of expressing an opinion on the effectivensss of Brown
Cily Community Schools’ internal conteo) over financial reporting. Accordingly, we do not express an opinion
on-the effectiveness of Brown Clly Commaunity Schocls’ internad control over finencial reporting.

Cur consideration of internal contral over financial reporting was for the limited purpose described in the
preceding paragraph and would not necessarily identify all deficiencies in internal control over financial
reporting that might be stgmftcant deficiencies or material weaknesses. However, as discussed below, we
identifind cartain deficlencies in internal control over financial reporting that we consider to be sagnlfcant
deficlancles.

A confrol deficiancy exists whan the design or-operation. of a ¢ontrol does not allow management or
employess, in the normal course of performing their assioned funclions, to prevent or detect misstatemants
on a fimely basis. A significant deficiency is & control deficlency, or combination of control deficiencias, that
adversely affects the enfity's abilify o infliate, autharize, record, process, or report financial data reliably in

.accordance with genarally accepted accounting prinsiples such that there is more than a remote ftkelihood

that a misstaterent in the District's financial statements that is more than inconsaquential will not- be

‘prevented or detdcted by the District's internal control over flnancial reporting. We consider the deficiencies

described as 2008-1 in the accompanymg schedule of findings and responses to be significant in mtemal
control m-'er financisl reporhng '

A material weaknsss is a significant deflciency, or combination of significant defiglencies, that results in more

than a remote [kelihood that a material misstatement of the fmanmal statements will not be prevented or
detected by the entfiy's intarral control.
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Board of Educatian
Brown City Community Schools
August 21, 2008

Qur consideration of the internal control over financial reparting was for the limited purpose descnbed in the first paragraph of
this section and would not necassarily identify sl deficiencies in internal contral that might ba significant defleiencles and,
accordingly, would not diselose all significant deficiencies that ave also considered to ba maferial weaknasses. However, we
believa that none of the significant deficiencies described above are material weaknesses.

COMPLIANCE AND OTHER MATTERS

As part of obtaining reascnabls assurance about whether Brown Cily Community Schools' financial statements are fres of
ratarial missiatement, we performed tests of its compliance with certain provisions of laws, regulations, condracts, and grank
agreemants, noncompliance with which could have a direct and material effect on the determination of financkal statament
amounts.  However, providing an opinion on compliance with those provisions was not an objeclive of our audit, and
accardingly, we do not express such an opinion. The resulls of our lests disclosed no instances of noncompliance or ather
matters that sre reguired to be reported under Governmant Audifing Slandards.

We nated certain matters that we reported to managerment of Brown City Camimnunity Schools in a separate letier dated August
21, 2008,

Brown Cliy Schools’ response o the finding identified in our audit is describad in the accompanying scheduls of findings and
responses. WWe did not audit Brown City Comirnunity Schaols' response and, accordingly, we express no apinion an it.

This raport Is intended solely for the information and use of the board of education, management, others within the entily, U8

Depariment of Educatian, Michigan Department of Education and pass-lhrough entities and is not hiended to he and shauld
not be used by anyona othar than these specified parties,

Oucdornen ks, Rusahenddk #dunsn, 20,

AMDERSON, TUCKEY, BERNHARDT & DORAN, P.C.
CERTIFIED PUBLIC ACCOUNTANTS
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'REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM
AND INTERNAL CONTROL OVER COMPLIANGE
[N ACCORDANCE WITH OMB CIRCULAR A-133

T the Board of Education
Brown City Community Schools

" Brown City, Mi 48416

COMPLIANCE '

We have audited the compliance of Brown City Communily Schools with the types of compliaice
reguirements described in the U.S. Office of Management and Budget (OMB} Circular A-133 Compliance
Stpplemeont that are applicable lo its major fedaral program for the year ended June 30, 2008, Brown Cily
Communily Schools' mafor federal programs are identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs. Compliance with the requirements of laws,
regutations, contracts, and grants applicable to each of #s major federal pragram is the responsibiity of
Brown City Community Schools' management. Qur responsibility is fo expiess -an opinion on Brown City
Community Schools' compliance based on our audit. -

We conducted our audit of compliance in accordance with auditing standards generally accspted in the
United States-of America; the standards applicable te financial audtts contained in Government Auditing

" Standards, issued by the Comptroller General of the Unlied States; and OMB Circutar A-133, Audils of

Statos, Local Governments, and Non-Proft Organizations. Those standards and OMB Cleeutar A-133 require
that we plan and periorm the audit to obfain reasonable assurance about whether noncompliance with the
types of compliance reguiremants referred to ahove that could have a direct and material effect on 2 major
federal program ocouired. An audit includes examining, on a test basis, evidence about Brown City
Community Schodls’ compliance with those Tequirements and performing such other procedures as we
considered hecessary in the circumstances. We befieve that our audit provides a reasonable basis for our
opinion. OGur audit does not provide a lega! determination of Brown City Community Schools’ compliance with
those requirements.

in our epinion, Brown City Community Schools complied, in all material respects, with the requirements
referred toabove that are applicabls to each of its major fedaral program for the vear ended Juna 30, 2008,

INTERNAL CONTROL GVER COMPLIANCE

The management of Brown Cly Community Schools is responsible for establishing and maintaining effactive
internal controf over compliante with requiremments of laws, regulations, contracts and grants applicable o
federal programs. in planning and performing our audit, wa considared Brown City Community Schools’

. internal control over compliance with requirements that could have a direct and material effect on 2 tnajor

federal program in order to determine our auditing procedures fof the purpose of SXRressing our Opinioh on
compliance, but not for the purpose of expressing ah opinion on the effectiveness of Brown City Community
Schools' internal control over compliance. Accordingly, we do not express an opinion on the effatliveness of
the Entily's internal condral over compliance. ' :
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Baard of Education
Brown City Cornmunity Schools
August 21, 2008

A control deficfency in an enfity's internal contrel over compliance exists when the design or aperation of a control does not
allow management of amployees, in the normal course of pedfoiming their assigned functions, o prevent or detect
noncompliance with a fype of compliance reguirement of a federal program on a imely basis. A significant deficlency is a
cantrol deficiency, or combination of contro! deficiencles, that adversely affects the entity's ability to administar a federal
program such that there is mere than a remote liketihood that noncompliance with 2 lype of compliance requirement of a
federal program that is maore than inconsaguential will ot be prevanted or detectad by the entily's intermnal contrgl.

A material weakngss is a significant deficiancy, or combination of significant deficiencies, that resubts in more tian a remote
likelitand that a material honcompliancs with a type of compliance reguirement of a federal program will hot be prevented or
detected by the entity’s internal conkrol,

Cur consideration of the infernal control over compliance was for the limited purpose describied in the first paragraph of this
section and would not necessarily identify all deficiencies in internal conkrol that might be significant defictencies or raferial
weaknesses., We did not identify any deficlencies in Intermal conbral over compliatice that we consider to be materia!
weaknesses, as dafined above.

SCHEDULE CF EXPENCITURES OF FEDERAL AWARDS

Wa have audited the financial statements of the govaramental aclivities, each major fund, and the aggregate remaining fund
Information of Brown City Comimunity Schools as of and for the year ended June 30, 2008, and have issusd our report thereon
dated August 21, 2008, Cur audit was performed for the purpese of forming opinions on the financial statements that
callectively comprise Brown City Cornruntly Scheools basic financial statements. The accompanying schedule of expenditures
of federal awards is presented for purgoses of additional analysis as reqguired by OMB Circular A-133 and is not a required part
of the basic financial statements. Such Information has been subjsctad to the audiing procedures applied in the audit of the
basic financial stalements and, in our opinion, is fairy stated, in all material respects, in relation to the basic financlal
statements taken as a whole.

This report is interided for tha infarmation and use of he board of education, management, and federal awarding agencies and
pass-through entiies and is not intended o be and should not be used by anyone other than these specifiad parlias,

w,f(.*:\,w Do, P2,

AMDERSON, TUCKEY, BERNHARDT & DORAN, P.C.
CERTIFIED PUBLIC ACCOUNTANTS
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BROWN CITY COMMUNITY SCHOOL, BISTRICT, BROWN CITY, MICHIGAN
MOTES TO SCHEDULE OF EXPEMDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2008

NOTES:

1.

Tha accompanying schedule of expenditures of federal awards includes the fedaral grant activity of
Brown City Coramunity Schools and is presented on the modified acerual basis of accounting. The
tnforrmation in this schaduls is presantad In sccordanca with OMB Clroular A-133, dudifs of States,
focal Governmnents, and Non-Profif Crganfzations. The information in this schedule is presented in
accardance with OME Circular A-133 and reconciled with fhe amounts presentad in the preparation of
the financial statemenis,

ECIA Title |, CFDA #84.010 and Title NA, CFDA #84 387, wera apdiled as major pregrams
represanting 51% of faderal expenditures.

The threshold for distinguishing Type A and Type B programs was $300,000,

Management has utilized the Grant Section Auditer's Repert {form R7128) and the Grant Audit Report
in praparing the Schedule of Expenditures of Federal Awards.

Fedaral expendituras are reporied as revenue in fhe following funds in the basic financhal staternents:

General Fund %382 456
Special Revenue Fund 255028
Subtotal $637.484

The Mational School Lunch Program Commodities Entittement award was $33,447. The District
receivad commodities totaling $33.447. Based upon canfirmation fram the Michigan Department of
Educaltion, $33,447 has been recorded.

Page 7



BROWN CITY COMMUNITY SCHCGL DISTRICT, BROWN CITY, MICHIGAN
SCHEDULE CF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 36, 2008

Section | - Summary of Audlter’s Results

Finangial Statements
Type of auditor's report issued: Ungjuatified

Internal control over financial reporting:

* DMaterial weakness(es) identified Yes X No
»  Significant deficiency{ies) identified that are not
considered to be matarial weaknesses? X Yeg MNane reported
Moncompliance material to financial statements noted? Yas A Mo
Federal Awards
Internal contrgl aver major programs:
+ Matenal weakness{es) identified; Yes X Mo
+ SBignificant deficlencyfias) identifled that areg not
congidered to be material weaknesses? Yes A None reported
Type of auditor's report issued on compliance for major programes: Engualified
Any audit findings disclosed that are required to be
reported with Seclion 510{a} of Circular A-1337 Ves A MNo

Idantification of major prograrns:

CFDA Numhbar{s}
84018
84.367

Ballar threshold used to distinguish batwesn Type A
and Type B Programs:

Auditer qualified as low-risk auditee?

Page 8

Namae of Federal Pregram or Cluster
ECIA Title |
Titls 1A

$300,000

Yes A Mo




BROWN CITY COMMUNITY SCHCOL DISTRICT, BROWN CITY, MICHIGAN
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDEDG JUNE 30, 2008

Sectlon 11 - Financial Statement Findings

Findings Considered Significant Defictencias:
Finding 2008-1

Criteria:

Effective for the vear ended June 30, 2008, Statement on Auditing Standards #112 tiled Communicating
Internal Controd Refafed Matlers Identifiad in an Audit {issued May 2006), requires us to communicate in
wiiting when a client requires assistance to prepare the {ootnotes required in the annual audit report in
accordance with accounting principtes generally accepted in the United States of Amariea.

Condition:

After considering the qualificafions of the accounting parsonnet of Brown City Community Schoo! Distric, wa
bellsve that the personnel have the abilities to maintain the day-to-day bookkeeping of the Schooel District, buk
they do not have the qualifications and ahilities to generate financial statements, including regquired footnetes,
in accordance with acsounting principles gensrally accepted b the United States of America.

Cansg:
The staff of tha district does understand all information ingluded in the snnual financial statements; however,
we assist in preparing the financial statements and refated {ootnotes.

Effect:
Wa assist management with fhe external financial reporting responsillity to ensurs their financial statements
are accurate,

Recommendaticn:

We do not recommend any changes 1o this situation at this me and communicate this as reguirad by
professional standards.  The current process meets the definition of a significant deficiancy as defined in
Statarmeant on Audifing Standards #112.

Client Response:

We are aware of this deficiency and believe itis not cost beneficial in our situation to develop this expertise.
We will continue to use our external auditors for this technical assistance. We would expect this stuation (o
be ongoing in future years.

Section lll — Federal Award Findings and Questicned Costs

Mone
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BROWN CITY COMMUNITY SCHOOL CISTRICT, BROWN CITY, MICHIGAN
SCHEDULE OF PRICR AUDIT FINDINGS
FOR THE YEAR ENDED JUNE 30, 2008

Finding 20071

Condition:
After considering the qualfications of the accounting persannel of Brown Gity Comirmunity Schao! District, we

believe that the personne! have the abllifles to maintain the day-to-day bookkeeping of the School Distict, bul
they do not have the qualifications and abilities to generate financial statements, including required fooinotes,
i accordance with accounking principles generally accepted i the United Slates of America.

Recommendation.
We do not recemmend any changes to this situation at this time and communicate this as required by

professional standards. We believe this meets the definition of a material weakness as defined in Statement
on Auditing Standards #112.

current Status:
The situation will continue as stzted in the recommeandation above.,

Page 10
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August 21, 2008

To the Mambers of the Board
Brown City Community Schools

We have audited the financial statements of the governmantal activiies, the business-lype activities,
the aggregate discretely presented component units, each majar fund, and the aggregate remaining .
fund information of the Brown City Community Schools for the year endad June 30, 2008, and have
issued our report thareon dated August 21, 2008. Professional standards require that wa provide you
with the fallowing information relatad to our audit.

Cur Responsibility under U8, Generally Accepled Audifing Standards

As slated in cur engagement lellsr dated August 8, 2008, our responsibility, as described by
profassional standards, is lo express opinions about whether the financial statements prepared by
management with your oversight are fairly presented, in all matenal respacts, in conformity with WS,
generally accepted accounting principles. OQur audit of the financizl statemants does not refieve you
oF management of vour responstbilltias.

In pHanning ang performmg our audit, we considered Brown Ciky Gemmunlty Schools' internal cﬂntrol
over financial reporting in order to determine our auditing procedures for the purpose of expressing
our opinich on the financial statements and not to provide assurance on the internal conkro! over
financial reporting. We also considered internal eontrol over compliance with raguirement that could
have a direct effect on a miajor federal program in order o determine our auditing procedure for the
purpose of expressing our opinion on complianca and o test and report on internal contrat over
compliance in accordance wlih OMB Circular A-133,

As part of obiaining reasonable assurance about whether Brown Cify Community Schools’ financial
staternents are free of material misstatement, we performed test of its compliance with certain
provisions of laws, regulations, contracis, and grants, noncompliance with which could have a direct
and material offect on the delermination of financial stalement amounts. However, providing an .
opinion on cornpliance with those provisions was rot an objective of our audit. Also in accordance
with OMB Circular A-133, we examined, on s test basis, evidence about Brown City Compunity
Schools’ compliance with the types of compliance requirements described in the 1.8, Office of

" Management and Budget {OMB) Clrcufar A-133 Compliance Supptement apphcahle to each of its

rajor federal programs for the purposs of exprassing an apinion on Brown Cily Community Schools'
compliance with those requiremasnts. While cwr audit provides a réasonable basis for our opinton, it
doas not provide a legal determination on Brewn City Cotnmunity ‘Sthools' compliance with those
regquirements.

Planned Scope and Timing of the Audit

We performad the audit actording {o the plannsd scope and fiming previously communicated to you -
in aur meeting about plarning matters on Juna 25, 2008,



Members of the Board
August 21, 2008
Page bwo

Significant Audit Findings

Qualitative Aspects of Accournting Praclices

Management is responsible for the seleclion and use of appropriate accounting policies. In accordance
with the terms of our engagement letter, we will advise management about the appropratensss of
accounting policies and their application, The sighificant accounting policies used by the Brown Cily
Community Schools are described in Mote 1 to the financial statements. No new accounting policies were
adopted and the application of exisling policies was not changed during 2008, We noted no ransaclions
entered into by the governmental unit durtng the yvear for which there is a lack of authosilative guidance or
consensus, There are no significant ransaclions that have been racognized in the finangial statements in
a differant period than when the transaction occurred.

Accounting estimates are an integral part of the financial statements prepared by management and are
bazed on management's knowledge and experience about past and current events and assuriptions
about future events. Certain accounting eslimates are particularly sensitive because of their significance
to the financial statements and because of the peossibility that fulure events affecting them may differ
significanliy from lhose expected. The most sensitive estimate affecting the financial statements was:

Estimales have been used in calculating the lability for employee compensated absences. The
oslimated liability is approximalely $293,730. We evalvated the key factors and assumptions
used lo develop the estimate of compensated absences in determining that it is reasonable in
relation o the financial stalements taken as a whole.

The disclosures in the financial staternants are neulral, consistent, and clear. Certain financial statement
disclosures are particularly sensitive because of their significance to the financial statement users. We
did not identify any significant disclosures.

Difficulifes Encounterad in Performing the Audit

We encountersd no significant difficulties tn dealing with management in parforming and completing our
audit,

Correcfed and Uncorrocfed Misstatemenis

Frofessional standards require us fo ascumulate all krown and likely misstaternents identified during the
audit, other than those that are trivial, and coramunicate them to the appropriate leve! of management.
Managemsnt has corrected all such misstatements, In addition, none of the misstatements detected as a
rasuli of audit pracedures and corrected by management were matkerial, either individually or in the
aggregale, o the financial statements {aken as a whola,

Disagroements with Marnagement

For purposes of this letter, professional standards define a disagreemant with management as a financtal
accounling, reporting, or auditing malter, whather of not resolved o ouwr satisfaction, that could be
significant to the financial statemments or the auditer's report. We are pleased to report that no such
disagreements arose during the course of our audik.



Membars of the Board
August 21, 2008
Fage three

Managemenf Representalions

We have requested certain representations from management that ave included in the management
representation letter dated August 21, 2008,

Management Consultaiions with Other Independent Accotniants

In some cases, managemant may dacide to consult with other accountants about auditing and accounting
matters, similar to obaining a8 "second opinton” o certain situations. f a conswliation involves application
of an accounting principle to the governmental unit's linancial statements or a determination of the type of
auditor's opinion that may be expressed on those siatements, our professional standards require the
consulting accountant to chiack with us to determine that the consultant has all the relevant facls. To our
knowladge, there were ne such consuliations with other accountants.

Oiher Audi Findings or Issues

We generally discuss a variety of malters, including the application of accounting principles and auditing
standards, with management each year phiar to retention as the governmental unit's auditors. Howsver,
these discussions occurred in the normal course of aur professional refationship and our responses were
not a condition o our retention.

This information is intended sclely for the use of the Members of the Board and management of the
Brown City Community Schools and is not infendead to be and should not be usad by anyone ofher than
these specified parties,

WYeary ity vours,

Q.Jum;"f:.njlgx,w daan, BL,

Anderson, Tuckey, Bernhardt, & Coran, P.C.
Cerbified Public Accountants
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August 21, 2008

tlembers of the Board
Brown City Community Schools

In planning and performrng our audit of the financial statermnents of the Browo ity Comimunity Schools
as of and for the year snded June 30, 2008, in aceordance with auditing standards generally accepted
in the United States of America, we considared the District's internal confrol over financial reporting
{intarnal control} as a basis for desighing our auditing procedurss for the purpose of expressing our
opinion on the financial statemants, but not for the purpose of expressing an opinion o the
effectivenass of tha Diskict's internal control.  Accortingly, we do not express an opinion on the
effectivenass of the District's internzal conirol,

Cur constdaration of mternal cantrol was for the limited purpose described in the preceding paragraph
and would not necessarily identify all deficiencies tn internal contra! that might be sigrificant

- deficlencies or material weaknesses. However, during our audit, we noted certain matters involving
© internal control and other operational mattars that are presented for your consideration. This letter

does not affect our report dated August 21, 2008 on the financla) statemanis of Brown City
Ccmmumt:.r Sohoals. Qur comments are surmarized as follows:

Current Year Comments

~ Month-end procedures checklist

Dring the recently completed audit, we were réquired by new professional auditing
standards fo feview, inspect, test ahd gain a further understanding of the Disiritt's internal controts.
The increased emphasis on dosumentation of procedures performed will continue info the future.
We have provided. District personnel with a month-end procedures checklist which can be
custormized further for your District. The purpose of this checklist is to provide District personnel
with a centralized list of required month-end procedures, as well as, a place to document who
contpletad the procedure and who reviewed the procedure performad.

" We recornmend the District consider impfemeniing this checklist an a manthly basis to
improve documentation of required month-end procedures and r:!vszarly..r document when and by
whom the procedure was peﬁurmed and reviewed,

Uninsured bank deposits

During recent months, wa nave all heard the numsrous issues involving the banking industey.
Currentiy, it s our undarstanding; there are limits to FDIC insured balances. Generally, the limits
are $100,000 per depositor, per bank. Disicts may also request certain funds he collateralized by
the bank. There are other options regarding investing surplus funds from investinant gocls and
freasury investmants to commercial paper

We are not investment adwsors howevar, we encourage you fo meet with your lavestment
representatives to review all of your options regarding surplus funds. We also recommend you
review the District's invesiment pn[rcy to ensure it continues to satisly the Districi's goals.



embers of the Board
Augusk 21, 2008
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This communication is intended solely for the information and vse of managemerit and others within the governrmental
unit 2nd is not intended o be and showld not be used by anyone pther than these specified parties.
We appreciate the oppeunily to be of sarvice to tha Brown City Cammunily Schools and look forward each year fo

continuing our relationship, The cogperation extended to us by your staff throughout the audit was greatly appreciated.
Should you wish to discuss any item included in this lelter further, we would be happy to do so.

Wery truly yours,

Buadonan ke, Rusndanddk tosa, 00

Anderson, Tuckey, Bernhardt & Doran, P.C.
Certified Public Accountanks



